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NATIONAL BANK 


OF THE CITY OF NEW YORK 


Statement of Condition, September 30, 


RESOURCES 


CasH AND DvE FROM Banks 

U. S. GovERNMENT OBLIGATIONS, DIRECT AND FULLY 

STATE AND MUNICIPAL RITIES MATURING WITHIN TWO YEARS 

OTHER STATE AND MuNICcIPAL SECURITIES. 

OTHER SECURITIES MATURING WITHIN TWO YEARS 

FEDERAL RESERVE BANK Stock 

OTHER Bonps AND SECURITIES 

Loans, Discounts AND BANKERS’ ACCEPTANCES 

BankinG Houses 

Reat Estate . 

MortTGaGESs . 

ITEMS IN TRANSIT WITH anne 

CusTomMErRsS’ ACCEPTANCE LIABILITY . 

OTHER ASSETS 


LIABILITIES 


CaPpITAL—PREFERRED 

CapiTaL—Common 

SURPLUS : 

UnpDIVIDED PRorits 

RESERVE FOR ‘ 

RESERVE FOR TAXEs, — ETC. 

Deposits . . 

CERTIFIED AND s 

ACCEPTANCES OUTSTANDING . 
LiaBILiry AS ENDORSER ON AND 
OTHER LIABILITIES 


1935 


667,598,265.43 


620,305,385.54 
87,682,279.00 
26,310,816.80 
24,404,989.86 
6,008,100.00 
100,297,748.05 
613,239,691.62 
39,168,471.41 
4,057,446.16 
1,980,375.80 
1,062,080.77 
20,407,211.20 
8,018,190.42 


. $  50,000,000.00 


100,270,000.00 
50,000,000.00 
18,946,651.19 
18,479, 500.24 
795,854.13 
1,854,624,740.59 
96,907,351.11 
22,292,031.05 
3,878,283.66 
4,346,640.09 


United States Government and other securities carried at $170,396,896.14 are pledged to secure 
public and trust deposits and for other purposes as required or permitted by law. 
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Farm Credit 


E Bureau of Agricultural Eco- 
[voi of the Department of Agri- 
culture estimates that on Decem- 

ber 31 last the farmers of the country 
owed commercial banks $1,306,455,000, 
of which $498,842,000 was in farm mort- 
gages and $807,613,000 in unsecured 
loans or loans secured by personal prop- 
erty. Unsecured loans amounted to 
$346,339,000, or 26.5 per cent of total 
agricultural indebtedness. On the same 
date the farmers owed farm credit agen- 
cies of the Government, either directly 
or through various cooperative organi- 
zations, a total of $2,963,283,833, of 
which approximately $100,000,000 in 
emergency crop and drought loans was 
more or less unsecured. As between 26.5 
per cent of the loans of banks being un- 
secured and 3.3 per cent of loans owed 
the Government in the same position it 
does not appear that the banks have 
been unduly hard on the farmer. Inciden- 
tally, as to short term credit the banks 
are lending farmers nearly twice as 
much as all the governmental agencies. 


* 
Real Estate Loans 


Between June 30, 1934, and June 29, 
1935, loans on farm 
lands held by all 
banks in the deposit 
insurance system 
fell from $555,885,- 
000 to $497,539,- 
000, or by $58,346,- 
000, while loans on 
“other” real estate 
fell from $2,906,- 
282,000 to $2,836,- 
293,000, or by $69,- 

000. 

But inasmuch 
as in this yearly 
period the Federal 
land banks through 
the Federal Farm 
Mortgage Corpo- 
ration took over 
approximately 
$200,000,000 in 
farm loans from 
the banks, and the 
Home Owners’ 
Loan Corporation 
took over more 
than $300,000,000 
in home mortgages 
from the same in- 
stitutions it is evi- 
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dent that the banks have been doing 
quite a lively new business both in farm 
mortgages and city real estate mort- 
gages. The more the loan situation of 
the banks is looked into the more ap- 
parent it becomes that their loan policy 
has been quite normal in its liberality 
and that the much discussed decrease in 
outstanding loans represents adjust- 
ment more than the withholding of 
credit where it can be used. Under the 
liberal Federal Reserve discount policy 
provided in the Banking Act of 1935 real 
estate loans may be expected to increase 
rapidly in the near future. 


* 
Liquidity 

Bank supervisory and other authori- 
ties on banking are of the opinion that 
banks are soon to lose their “liquidity” 
complex. For one thing, the amount of 
unused funds on hand in most banks is 
so great that liquidity has long since 
become more a matter of theory than of 
practical moment. Liberalized redis- 
count policies work in the same direc- 
tion. 

For all that, a bank which forgets 
that most of its liabilities are subject to 
withdrawal on demand is forgetting a 
primary lesson in banking. 


THE HISTORY OF BANKING 


of recovery is about to be written 


Borrowing 


While the reduction in the anticipated 
deficit of the Treasury for the current 
fiscal year amounts to nearly $1,300,- 
000,000, according to the Government’s 
revised estimates, the reduction in the 
anticipated borrowing is only about half 
that sum, the difference being accounted 
for by an increase in the amount to be 
drawn from the working balance of the 
Treasury. This seems to be a sensible 
policy. Borrowing money which is to lie 
idle in the Treasury for the purpose of 
merely having it on hand in case of need 
is not necessary so long as the Govern- 
ment’s credit in the immediate future 
appears to be unshakable as is now the 
case. 


Interest 


The Treasury’s revised estimate of 
the amount it must pay for interest on 
the public debt during the current fiscal 
year is $745,000,000 in place of the 
$875,000,000 anticipated when the cur- 
rent year’s budget was first drafted. A 
saving of $130,000,000 seems a small 
item in these days of billions, but it at 
least has the merit of pointing in the 


right direction. 
* 


Guaranteed 
Bonds 


Total issues of 
bonds of the 
H.O.L.C. and the 
Federal Farm Mort- 
gage Corporation 
promise to beabout 
$2,000,000, 000 
short of the $6,750,- 
000,000 limit set 
for them. 

The contingent 
liability of the 
Government in this 
respect is quite 
large enough. It 
may be boiled down 
eventually to a por- 
tion of the Land 
Bank Commission- 
er’s second and 
chattel mortgage 
loans and some of 
the early financing 
of the H.O.L.C. 
All but a small pro- 
(CONTINUED ON 

PAGE 5) 


The history of American banking and the history of economic develop- 
ment in the United States are inseparably bound. The map below shows 
the successive additions to the Continental United States, together with 
a few of the thousands of sources of wealth in every part of the country. 
(See the article, ‘“The History of Recovery’’, page 15.) Bankers will meet 
in New Orleans with the feeling that an important chapter in the history 
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g SYNDICATE 


ESTABLISHED 1894 


LIVING PROTECTION 


HOME OFFICE 
MINNEAPOLIS, MINNESOTA 


INVESTMENT 
CONTRACT 


WITH ANNUITY 
PRIVILEGES 


OF THIS CONTRACT 
IS MOST EVIDENT AT MATURITY 


An Investors SyNpIcATE CONTRACT clearly 
describes the varied forms of settlement which 
the Contract holder may elect at maturity. 


If he has immediate need for the entire fund, 
the face value of his Contract is paid to him by 
check on the maturity date. (Incidentally, in its 
41-year history, Investors Syndicate has never 
failed to make a maturity payment on due date.) 


On the other hand, the Contract holder may 
elect to take only a portion of his fund, in which 
case he receives a check for that amount and the 
balance remains at interest until withdrawn. 


Or, he may leave the entire sum at interest, 
which method, over a period of time, consider- 
ably increases the value of his estate. An annuity 
form of payment is also available to him— 
another method which increases the return. 


To the holder of an Investors Syndicate 
Contract this flexibility is a great advantage. 
He is actuated in the beginning by the desire 
to accumulate a reserve against emergencies 
in later life. 


By reason of the Contract’s far-sighted 
provisions for his future, he proceedsconfidently, 
knowing that whatever his financial condition 
may be at maturity, there is a form of settlement 
available to meet the situation. 


INVESTORS SYNDICATE 


Gounded 1894 


LIVING 


PROTECTION 


Offices in 53 Principal Cities... Representatives Throughout United States and Canada 
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THE FIRST RECOVERY 
From a letter sent from New England 
to George Morton in England by 
Edward Winslow (above), December 
11, 1621. 

“Our corn did prove well; and, God 
be praised, we had a good increase of 
Indian corn, and our barley indiffer- 
ent good, but our pease not worth the 
gathering, for we feared they were 
too late sown. They came up very 
well, and blossomed; but the sun 
parched them in the blossom. 

“Our harvest being gotten in, our 
governor sent four men fowling, 
that so we might, after a special 
manner, rejoice together after we 
had gathered the fruit of our labors. 
They four in one day killed as much 
fowl as, with a little help beside, 
served the company almost a week. 
... And although it be not always so 
plentiful as it was at this time with 
us, yet by the goodness of God we are 
so far from want, that we often wish 
you partakers of our plenty.”’ 


Bank management subjects re- 
ferred to in this issue: Auto- 
mobile Financing Plan; A Per- 
sonal F.H.A. Loan Service; 


Bank Taxation; Savings Bank 


Management; Aid to Home 


Builders; Associations and Or- 


ganizations; Foreign Trade; Pro- . 


lection; Director Audits; Mort- 


gage Loans; Accrual Accounting. 
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MR. JONES 
CASHIER 


i i directors who expect one officer to 
watch over the bank’s bond account single- 


handed are asking the impossible. 


Here at Moody’s it takes a staff of many, many 
Statisticians, research workers, investment spe- 
cialists to do a thorough job of following the 
world’s events and interpreting their effect on 
investment values. 


This well-equipped staff is ready to go to work 
for your bank, at a fee you can afford! And that 


means more than just a mechanical, printed 
service. It means that you have a personal coun- 
sellor, who knows exactly what your bank needs, 
who watches personally over the issues you're 
holding, who not only sends you Moody’s invest- 
ment information, but tells you what you ought 


to do about it! 


Our representative will gladly explain this serv- 
ice and its modest cost in detail to you, or if you 


wish, to your directors. 


Moopy’s INVESTORS SERVICE 


JOHN MOODY, President 


65 BROADWAY 


NEW YORK CITY 
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WIDE WORLD 


NEW TERRITORY 


Three small islands far to the southwest of Hawaii have been annexed 

to the United States. They were chosen for their possible use as bases 

in the American trans-Pacific air route to Australia and New Zealand. 
Above, the flag is being raised on Howland Island 


(CONTINUED FROM PAGE 1) 
portion of the loans back of these Gov- 
ernment-guaranteed bonds are good. 


* 
Tourists 


Estimates of automobile authorities 
place expenditures of motor car tourists 
in the United States this year at four 
billion dollars. They include transporta- 
tion costs (gasoline, garaging, repairs), 
$800,000,000; hotels and other accom- 
modations, $800,000,000; retail stores 
for incidental purchases, $1,000,000,000; 
food, $830,000,000; theatres and other 
amusement, $325,000,000; confections 
and refreshments, $245,000,000. 


* 
Real Estate 


Loans on urban real estate by life in- 
surance companies in the first eight 
months of the current year are reported 
as amounting to twice the total for the 
whole of 1934 and almost four times the 
total for 1933. The amount, $112,831,- 
000, is not very impressive as compared 
with boom year records, but it indicates 
that urban real estate is picking up. 


* 


Gold 


It is seldom that international trans- 
fers of gold growing out of unsettled 
Political or financial conditions do the 
recipients any good. Recent heavy im- 
ports of the yellow metal into the United 
States are just so much more water 
added to a flood which has already 
cheapened American money and credit. 
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Much of this gold can return to its 
source at most any time, and the sooner 
the better for the United States. 


* 
Agreement 


The gentlemen’s agreement between 
Japan and the United States in the mat- 
ter of exports of cotton textiles to the 
Philippine Islands seems to be satisfac- 
tory to American exporters in view of 
the fact that they can do no better. 
Trade, of which 75 per cent formerly 
came from the United States, is now 
divided about half and half. This is 
better than the prospect of 75 per cent 
of the trade to Japan, but at this rate of 
compromise where will American for- 
eign trade in cotton textiles finally land? 


Italy 


Although Italy has a huge budget 
deficit, an increasingly large adverse in- 
ternational balance which is drawing off 
its supplies of gold and foreign exchange, 
and practically no reserve resources 
with which to face war, it seems prob- 
able that it will be able to carry on the 
first phase of its African adventure with- 
out extreme difficulty in spite of the 
“sanctions” invoked by the League of 
Nations. The crisis will come when the 
government at Rome is called upon to 
finance and supply the second phase of 
its war making, which will commence 
with the rainy season in Ethiopia next 
Spring. Sanctions at that time, if not 
before, will be felt with a bump. Over 
the whole adventure hovers the fact that 
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UNITED STATES 
GOVERNMENT 
SECURITIES 


C.J. DEVINEs CO. 


INCORPORATED 
48 WALL STREET, NEW YORK 
HAnover 2-2727 
CHICAGO BOSTON PHILADELPHIA 
ST. LOUIS SAN FRANCISCO 
Direct Wires to all Offices 


FEDERAL INTERMEDIATE 
CREDIT BANK 


Consolidated Debentures 


Authorized by an Act of 
Congress approved March 4, 1923 
As Amended 
Exempt from Federal, State, Municipal 
and Local Taxes 


Consolidated debentures are the joint and 
several obligation of the twelve Federal 
Intermediate Credit Banks. 

These debentures are eligible up to six 
months’ maturity for purchase by the Fed- 
eral Reserve Banks. 

They are acceptable as collateral security 
for fifteen day loans by member banks of 
the Federal Reserve System. 

Consolidated debentures are legal for invest- 
ment by savings banks in the State of New 
York. 

They are eligible as security for all fiduciary, 
trust, and public funds held under the 
authority or control of o‘ficers of the United 
States. 

These debentures have been approved as 
security for deposits of postal savings funds. 


ae Further information and circulars can be 
obtained through your dealer or 


CuHartes R. DUNN, Fiscal Agent 
For the Federal Intermediate Credit Banks 
31 Nassau Street New York City 
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tks the spots 


you have 


money buried 


THE X’s are for buildings that have come to 
you through foreclosure. You have money 
buried in those buildings. 

“Buried is right!” you say, and then you 
mention something about headaches. 

Building rehabilitation is an old story to 
you — we won’t go into that. We want to 
make just this one point about the elevators. 

Give us the opportunity of quoting on all 
your elevator projects. It will save money. It 
will save time. It will insure a uniform stand- 
ard of workmanship (Otis workmanship). It 
will be an important step toward bringing 
those buildings into public favor again. It will 
help give them a market value that will cover 
your investment. 

We shall be glad to examine your elevator 


installations and submit our recommendations. 


OTIS ELEVATOR COMPANY 


MORTGAGE BANKERS 


L. A. McLean of Louisville is the new 
president of the Mortgage Bankers 
Association of America 


no colonial enterprise these days can be 
made to pay short of years of develop- 
ment and exploitation, if then. 

* 


Farm Credits 


Decreased volume of credit granted 
by agencies of the Farm Credit Adminis- 
tration is taken by the latter as an in- 
dication that the financial skies are 
brightening; which, of course, sounds 
like common sense. As a matter of fact, 
however, if the American farmer cannot 
reduce his debts under present aids 
given by the Government there is no 
hope for him in the future. 


* 
Neutrality 


As might have been anticipated, 
American exporters think the Govern- 
ment’s attitude in the matter of trade 
with belligerents is too drastic although, 
in fact, it is highly permissive in all 
except shipments of actual implements 
of war, which are of comparatively small 
importance in the Italo-Ethiopian hos- 
tilities. Had the Government's attitude 
been any less drastic it would have been 
worthless. There will be no keeping the 
United States out of another major war 
without great sacrifices. 


* 
Works Progress 


Perhaps it is inevitable that the so 
called Works Progress undertaking to 
provide employment for 3,800,000 (re- 
vised estimate) unemployed should take 
the form of the late, disastrously waste- 
ful, Civil Works Administration. Nor- 
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mally about one person in 14 gainfully 
employed in this country is trained for 
and engaged in construction enterprises, 
and while the proportion of such per- 
sons now among the unemployed is 
much greater than this normal ratio, it 
js a matter of common sense to realize 
that only a comparatively small part of 
the present unemployed can be given 
work on public works or other construc- 
tion undertakings. The mass of the idle 
are suited only to the work for which 
they have been trained, and if that work 
is lacking public works mean nothing in 
their lives. Of course the production of 
supplies for public works offers employ- 
ment for a considerable class of the idle, 
but apparently that phase of the matter 
leaves the authorities rather cold. The 
long and the short of the situation is 
that most of the $4,880,000,000 work 
relief fund will go for straight relief 
called by a more euphonious name, with 
the result that in the next fiscal year 
there will be another call for relief not 
much below that for the current ‘fiscal 
year. This fact might as well be faced 
now as next January. 


* 


Cash 


Cash over the counter for goods 
shipped to Italy has been the advice of 
trade authorities in this and other coun- 
tries for several months. No ultimate 
advantage Italy may obtain in Ethiopia 
will improve Italian finances. Holdings 
of Italian government bonds in this 
country are now comparatively unim- 
portant. American investors have al- 
ready taken their losses. 


Condition Reports 


Third quarter condition reports of the 
banks reveal little that has not been dis- 
counted, but they emphasize the grow- 
ing disproportion between deposits and 
earning assets. It is a little difficult to 
apportion the responsibility for this 
condition between political and financial 
conditions abroad and domestic finan- 
cial policies. The fact remains that 
money in the United States is growing 
cheaper every day. 

The reports indicate that banks’ hold- 
ings of Government securities are not 
increasing in proportion to their de- 
posits or the amount of such securities 
issued. This has been the case with 
small banks for nearly a year. The ques- 
tion where such securities are going 
may not be very important to banks, 
but it is to the Government. 


Trade 


According to present prospects there 
will be no favorable merchandise bal- 
ance for the United States in its foreign 
trade this year. Back in war days the 
favorable balance exceeded $4,000,000,- 
000. Even in 1928 it was more than a 
billion. Since that time it dropped year 
by year to $225,000,000 in 1934, but rose 
last year to $478,000,000. The lack of a 
favorable balance this year comes pri- 
marily from a decrease in exports and 
an increase in imports of food and 
other agricultural products. Last year’s 
drought is partly, but only partly, 
responsible. 

(CONTINUED ON PAGE 9) 


STREAMLINING IN PARIS 


One of the cars at the 29th annual automobile show in Paris was this 
Peugeot, with a disappearing top and headlights concealed behind the 
radiator screen 
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POOR’S 
Vew 


DAILY 
REPORTS 


tneclude 


POOR’S 
MANUALS 


at no extra cost. 
Send for details! 


Poor’s Publishing Company 
90 Broad Street, New York City 


A 
SOUND 
MANAGED 
FIRE INSURANCE 
COMPANY 


Manacement is as impor- 
tant in Fire Insurance as in Bank- 
ing, Industry or Commerce. 
Millers National’s strong financial 
position is the result of sound 
management since 1865. Business 
men find assurance in the com- 
pany’s ratio of $177 of assets to 
every $100 of liability and in the 
fact that 64% of these assets are 
convertible into cash on short 
notice. 


MILLERS NATIONAL 
INSURANCE COMPANY 
of CHICAGO 


Operating Through 
A Nation-wide Agency Organization 
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Gone are the days when savings 
depositors had to spend from five 
minutes to half an hour at the 
teller’s window, simply to make a 
deposit or withdrawal. 

Gone are the days when each 
different kind of transaction had 
to be handled at a separate window. 


Gone are the days when pass 
books often failed to show interest 
entries—or balances—or when bal- 
ances were incorrectly posted. 
Gone are the days when bank 
bookkeepers invariably had to work 
far into the night—often, the next 
morning—posting their ledgers. 


NATIONAL POSTING MACHINES AND THE 
UNIT SYSTEM HAVE CHANGED ALL THAT! 


CASH REGISTERS e 


x4 With this new method it requires less 
than a single minute to complete a trans- 
action —any kind of transaction—many dif- 
ferent transactions, all at the same window. 
With this new method all records are 
posted at one time—within that one minute 
—and in the presence of the customer. 
Now, auditing is a simple effort—and all 


J 


records, and all persons concerned with 
those records, are protected. Balances are 
always shown in pass books —and are correct. 

The advantages of National Posting Ma- 
chines are especially apparent at the peak 
periods. 

Gone are the old days, with their conges- 
tion, human errors and unnecessary labor. 
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e ANALYSIS MACHINES e BANK-BOOK- 
CORRECT POSTURE CHAIRS 


TYPEWRITING-BOOKKEEPING MACHINES e 
KEEPING MACHINES e CHECK-WRITING AND SIGNING MACHINES e POSTAGE METER MACHINES e 
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WIDE WORLD 


GULF TO ATLANTIC 


The $140,000,000 trans-Florida ship canal is being pushed rapidly, army 

engineers have reported. The passage from the eastern seaboard to 

Gulf ports will be considerably shortened by the project, which crosses 
the state from Jacksonville to Port Inglis 


(CONTINUED FROM PAGE 7) 
Recovery 


Attendance at prize fights and the 
world’s series is said to reflect growing 
recovery, but attendance at “movie” 
houses and other places of amusement 
has always been heavy during the de- 
pression. Somehow the idea that spend- 
ing money represents prosperity does 
not exactly register. Thrift and economy 
surely must still have some part in 
building up the strength of a nation. 

* 


P.W.A. 


State and municipal public works 
projects calling for upward of a billion 
dollars have been left in the air by the 
policy of diverting relief funds to the 
Works Progress Administration. Com- 
munities may protest, as they have, but 
the task of getting 3,800,000 people to 
work by November 15, the new date 
limit, has been too great to bother with 
any long term, permanent projects. 


* 


Farm Mortgage Debt 


Authorities in the Department of Ag- 
ticulture estimate that the present total 
farm mortgage indebtedness in the 
United States is a little over $8,000,000,- 
000, as compared with the high record 
of $9,468,526,000 in 1928, repayment 
and mortgage foreclosure accounting 
for the decrease. As compared with the 
decrease in land values, however, the 
fall in total debt is less impressive than 
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it otherwise might be. Where the farmers 
have been favored in mortgage debt 
matters has been in lowered rates of in- 
terest and better amortization terms 
and in these the banks have had a very 
considerable influence. 


* 
Mergers 


The F.D.I.C. can use about a billion 
dollars in its campaign to eliminate un- 
economic banks by mergers, to aid weak 
banks by the purchase of slow assets, 
and to establish new or branch banks 
where banks are needed. It can issue 
debentures up to three times its capital 
funds plus its premium collections for 
1936. 

It is likely, however, that the tre- 
mendous task it is thus undertaking will 
require more time than money—and 
it will require more common sense and 
tact than time or money to make it a 
success. 


Stabilization 


The more the problem of the interna- 
tional stabilization of currencies is 
studied the more apparent it becomes 
that this most desirable end will be at- 
tained only after a slow and tedious 
process of rapprochement between in- 
dividual nations, probably by the trade 
agreement route, in its preliminary 
phases at least. It is significant that the 
ideas of Secretary Hull are becoming 
more and more (CONTINUED ON PAGE 11) 


SOUND 
INDEMNITY 


The age and reputation of 
an Insurance Company cou- 
pled with the character of 
its management are factors, 
which those entrusted with 
the property interest of others, 
take into consideration when 
insurance protection is se- 
lected with discrimination. 


UNITED STATES FIRE 
INSURANCE COMPANY 
Organizéd 1824 


THE NORTH RIVER 
INSURANCE COMPANY 
Organized 1822 


BRITISH AMERICA 
ASSURANCE COMPANY 
Incorporated 1833 


WESTCHESTER FIRE 
INSURANCE COMPANY 
Organized 1837 


WESTERN ASSURANCE 
COMPANY 
Incorporated 1851 


THE ALLEMANNIA FIRE 
INSURANCE COMPANY 
Organized 1868 


RICHMOND INSURANCE 
COMPANY 
Organized 1907 


SOUTHERN FIRE INSURANCE 
COMPANY OF DURHAM, N. C. 
Incorporated 1923 


e 
CRUM & FORSTER 
MANAGERS 


110 William Street New York 
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FARMERS DEPOSIT NATIONAL BANK 


OF PITTSBURGH, PENNSYLVANIA 


ESTABLISHED 1832 


STATEMENT OF CONDITION, SEPTEMBER 30, 1935 


RESOURCES 
Cash on Hand and Due From Banks. . .$19,854,483.95 
58,858,874.90 


3,827,004.24 
8,542,275.19 


U. S. Government Securities 


Other Bonds and Securities 
Loans and Discounts 

Interest Accrued on Investments 
Bank Building 

Other Real Estate 

Overdrafts 

Other Resources 


$78,713,358.85 


12,369,279.43 
401,400.01 
4,625,177.18 
115,752.04 
125.71 
1,932.00 
$96,227,025.22 


LIABILITIES 


Capital 
Surplus | 
Undivided Profits and Reserves 


U.S. Government Deposits (Secured) 


Municipal Deposits (Secured) 
Other Deposits 
Reserves for Taxes, Interest, Etc 


Other Liabilities 


$ 6,000,000.00 
6,000,000.00 
3,335,608.27 
1,947,890.60 
630,592.68 
78,152,348.17 $80,730,831.45 
158,653.50 

1,932.00 

$96,227,025.22 


15,335,608.27 


DIRECTORS 


Artuur E. Braun 
President 
GerorceE H. Ciapp 
Director, Aluminum Company of America 
GeorceE L. Craic 
President, Chartiers Oil Company 
MauvrRIceE 
Director, National Steel Corporation 
WituraM C. Fownss, Jr. Chairman, 
Executive Com., Spang, Chalfant & Co., Inc. 
Joun G. FRAZER 
Member, Reed, Smith, Shaw & McClay 
CuarLEs W. FRIEND 
Vice-President, Brownsville Coal & Coke Co. 


(1832 ) 


A Century of experience in meeting the requirements of industry, has de- 
veloped in this bank complete commercial bankin Facilision Inquiries are 
invited from interested executives, regardless of thei ical locatio 


James B. Harnes, Jr. 
Director, National Union Fire Insurance Co. 
JaMEs LEwis 
President, Harbison- Walker Refractories Co. 
Sipney S. LiccettT 
Banker 
WituraM L. Monro 
President, American Window Glass Company 
Frank R. PHILLIPs 
President, Duquesne Light Company 
ANDREW W. ROBERTSON 
Chairman, Westinghouse Electric & Mfg. Co. 
WILLIAM WALKER 
Director, Reliance Life Insurance Company 
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BEHIND THE ENDURING INSTITUTION... SUECESSFUL CUSTOMERS 
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pular in Europe as trade and cur- 
rency difficulties increase. 
* 


Budgets 

The revised Federal budget for the 
current fiscal year, drawn up in the light 
of current expenditures and revenue, in- 
dicates a deficit of $3,281,982,860 in- 
stead of the $4,528,508,970 estimated 
last January. The change comes about 
by the inability of the Government to 
spend as much as it proposed. Naturally, 
a drop of nearly $1,300,000,000 in the 
prospective increase in the public debt 
is gratifying, but the fact remains that 
the critical feature of the nation’s fi- 
nances is the prospective deficit for the 
next fiscal year. It is the prospective 
unknown burden of taxpayers which is 
demoralizing to business. 


* 
Excess Funds 


The general impression that only the 
large banks are oppressed with more 
money than they can profitably use is 
not borne out by the facts. Of the non- 
member banks in the Federal Deposit 
Insurance System those having de- 
posits of $100,000 or less and those with 


MACARONI 


It is reported that the health of the 

Italian troops is one of the most serious 

problems Il Duce’s generals face. Fresh 

water is hard to find and guerrilla bands 

of Ethiopians are guarding the water 

holes in some regions. Below, an Italian 
cook preparing a staple dish 


WIDE worRLD 


deposits of from $100,000 to $250,000 
have the largest proportion of their 
funds in cash or deposits in other banks 
—25.3 per cent and 26.7 per cent, 
respectively, as compared with 14.7 
per cent in banks with from $5,000,000 
to $50,000,000 deposits. This was the 
record on June 29. Incidentally, it 
also happens that these two classes of 
banks have a larger proportion of their 
assets in loans than any other classes of 
banks—49.5 per cent and 42.7 per cent 
as compared with 37.3 per cent in the 
largest class. 

* 
Building and Loan 
Insurance 


Resources of building and loan asso- 
ciations whose deposit accounts are 
insured under the Housing Act in- 
surance system are approaching the 
billion dollar mark. Although that 
amount is considerably short of the 
total of building and loan resources, it 
is growing impressive. 

* 


Bills 


Intimations from the Treasury are 
to the effect that the Government will 
do its financing in the near future by 
increasing its weekly bill issues instead 
of by the more orthodox method of 
long term borrowing. It is a plan which 
saves the Government money but piles 
up trouble for it in the future. 


Interest 


With the completion of the Govern- 
ment’s refinancing program on October 


PUBLIC WORKS 


Dedicating Boulder Dam, President 
Roosevelt said: ‘“‘Labor makes wealth. 
The use of materials makes wealth. To 
employ workers and materials when 
private employment has failed is to 
translate into great national possessions 
the energy that otherwise would be 
wasted. Boulder Dam is a splendid 
symbol”’ 


11, the average interest paid on the 
public debt became 2.175 per cent as 
compared with 3.39 per cent in the 
Spring of 1933 and 4.302 per cent in 
1922, the apex in recent years. Cheap 
money is profitable to the Government 
if not to the investing public. 


* 


Congress 


Congressional leaders hope that the 
next session of Congress will be over by 
the middle of April, and the business 
world entertains the same hope but 
perhaps with less faith. The clearing 
away of most of the reform legislation 
proposed in Washington may mean a 
short session, but it is more likely to 
mean a cleared way for such issues as 
the soldiers’ bonus and inflation meas- 
ures of divers and sundry sorts. Election 
year is a good year for such legislation. 


* 
Deficits 


Current sub rosa estimates in Gov- 
ernmental circles in Washington are to 
the effect that revived industry cannot 
be expected to take more than 2,500,000 
unemployed from the relief rolls in the 
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Wraarever the future 
may have in store for 
banking, we can be very 
sure that nothing will sur- 
vive that is not based upon 


integrity, efficiency, and 


fair dealing—qualifications 


that are characteristic of 
this bank, now entering 
upon its 133d year of 


public service. 


Institutions, like precepts, 
are sound not because 
they are old. They are old 


because they are sound. 


PHILADELPHIA 
NATIONAL BANK 


ORGANIZED 1803 


PHILADELPHIA, PA. 


Capital and Surplus .. . . $30,000,000 


next fiscal year, and that as a result the 
probable demand of the Government 
for relief funds will approximate $3,000. 
000,000. At this rate it will require three 
more years to end relief and the deficit. 
The prospect may be discouraging in its 
direct implications, but perhaps the 
country will be fortunate if the balanc. 
ing of the budget can actually be real. 
ized by the time indicated. 


* 
International Trade 


Calculated on the basis of local cur- 
rency values the exports of gold bloc 
countries in 1934 averaged 66.6 per cent 
of those of 1929, while the exports of 
countries with depreciated currencies 
amounted to only 35.3 per cent of the 
1929 trade. When all currencies are re- 
duced to a common gold basis, however, 
it isfound that the trade of countries with 
depreciated currencies also amounted 
to 35.3 per cent of the 1929 value. The 
record in imports is similar. In other 
words, international trade depends less 
upon currencies than upon other fac- 
tors. International trade, like all other 
trade, is not the exchange of goods for 
gold but an exchange of goods for goods. 


* 
Revolving 


In the first two months of the current 
fiscal year the P.W.A. received pay- 
ments on previous advances to states, 
municipalities, railroads and what-not 
in the amount of $131,000,000. The 
revolution of the revolving fund is slow 
but actual. 


POTATOES 


J. B. Hutson is administrator of the 

potato control law which Secretary 

Wallace indicated he preferred not to 
enforce 


HARRIS & EWING 
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with his 
OVERHEAD! 


WANNA 


Every man who is responsible for the care, man- 
agement and upkeep of property has wondered 
if it is possible to cut that item of overhead listed 
as Fire Insurance. 


It is possible. Scores of industries— banks —trus- 
tees—retailers— know that IRM offers an abso- 
lutely sound indemnity at lower cost. 


IRM selects its risks. It insures only those 
properties that meet its standards after in- 
spection and recommendations by its fire- 


prevention engineers. By eliminating hazards, it 
is enabled to cut costs to its policyholders. IRM 
can show, too, an unbroken record of returns to 
policyholders during its fourteen years of exis- 
tence—25% of their premiums annually. 


Fifteen companies make up this association. 

Their records, averaging more than forty years 
of individual underwriting experience, 
speak for themselves. We shall be glad 
to send you the facts and figures. 


IN PULLING MORTGAGED PROPERTIES AND TRUST HOLDINGS OUT OF THE RED. 
FIRE INSURANCE COSTS OFFER AN IMPORTANT OPPORTUNITY FOR SOUND ECONOMY. 


IMPROVED Risk MUTUALS 


75 FULTON STREET. NEW YORE 


A nation-wide organization of old established, legal reserve companies 
writing the following types of insurance: Fire « Sprinkler Leakage *« Use 
and Occupancy * Tornado and Windstorm * Earthquake x Rents x 
Commissions and Profits * Riot and Civil Commotion * Inland Marine 
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Discount House 
oF 


SALOMON Bros. & HUTZLER 


Members of the New York Stock Exchange 


SIXTY WALL STREET 
NEW YORK 


Philadelphia Chicago 


Cleveland Minneapolis 


Canadian Bonds 


Direct Private Wires to 


Toronto and Montreal 


Wood, Gundy & Co. 


Incorporated 


14 Wall Street, New York 


Institutional Brokerage Service in 


Defaulted 
Municipal Bonds 


In addition to defaulted issues we render complete 
brokerage service in all other Municipal Bonds. 


WM. J. MERICKA & CO. 


INCORPORATED 


Union Trust Building One Wall Street 
CLEVELAND NEW YORK 
Main 8500 Whitehall 4-3640 


DIRECT WIRE BETWEEN OFFICES 


BANKING INSTITUTIONS 


To facilitate the proper handling of 
large investment accounts we offer 
these specialized services: 


— Analysis and supervision of investment 
portfolios. 


— Negotiation of the purchase and sale of 
large blocks of securities. 


— Execution of orders on the exchanges and 
in the over-the-counter market. 


Dick & Merle-Smith 


Members New York Stock Exchange 
30 Pine Street 30 State Street 
New York Boston 


Continuing the security business of ROOSEVELT & Son founded 1797 


Municipal 
STATE and TERRITORIAL 
CITY of NEW YORK 
FEDERAL LAND BANK 
JOINT STOCK LAND BANK 


BONDS 


Trading Markets Maintained 
Complete Statistical Service 


Gertler & Company, Inc. 
40 Wall Street, New York 
Telephone: BOuling Green 9-4700 
PHILADELPHIA ¥ BOSTON v_ CHICAGO 
BUFFALO wv CINCINNATI v_ PITTSBURGH 


Own private wire system 
EUROPEAN 


COMPETENT SUPERVISION 
of INVESTMENT FUNDS 


Adapted to the individual 
problems of banks 
INFORMATION ON REQUEST 


FRANCIS I. pu PONT & CO. 


Investment Advisory Department 


One Wall S treet 


New York 
Philad elphia Wilmington 


Members New York Stock Exchange 
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The History 


ILLIAM BRADFORD, second and best known Gov- 

ernor of Plymouth Colony, financed the Mayflower 

enterprise largely through loans secured by an agree- 
ment which every member of the expedition signed. Those 
parts of the document dealing with capital were severely 
specific : 

“1, The adverturers & planters doe agree, that every 
person that goeth being aged 16. years & upward, be rated at 
£10, and ten pounds to be accounted a single share. 

“2. That he that goeth in person, and furnisheth him 
selfe out with 10 £ either in money or other provissions, be 
accounted as haveing 20 £ in stock, and in ye devission shall 
receive a double share. 

“3. The persons transported & ye adventurers shall con- 
tinue their joynt stock & partnership togeather, ye space of 7. 
years, (excepte some unexpected impedimente doe cause ye 
whole company to agree otherwise,) during which time, all 
profits & benifits that are gott by trade, traffick, trucking, 
working, fishing, or any other means of any person or persons, 
remaine still in ye comone stock untill ye division.” 


In every period — 


COURTESY NEW YORK STATE NATIONAL BANK, ALBANY 


of Recovery 


The depression of 1620-21 was not the first in the history 
of the New World. That distinction probably goes to the de- 
pression of 1607 in Jamestown, Virginia, which caused the 
survivors to think wistfully of England. Both, however, 
were the result of a temporary malevolence on the part of 
nature—money and credit were not involved—and recovery 
was brought about by better crops. 

Depression after depression, or, rather, recovery after re- 
covery, has marked the economic history of the United 
States. The most famous recovery of all was probably the 
one celebrated in November, 1621, with a memorable 
thanksgiving ceremony. 

Some periods of distress have been primarily agricultural. 
Others appeared to receive their first impetus from unfavor- 
able conditions in a particular industry or group of industries. 
A great deal of stress has been laid on the fact that depres- 
sions resemble each other closely but, of course, there have 
been vital differences. Weakness has shifted from one point 
in the structure to another—canal transportation, land, 
gold, oil, tobacco, cotton, iron and steel, sugar, rubber, 


In every community — 


Mobile’s Industrial 
Future Is Calling 
To America | 


The man above in work clothes is looking 
Id actually 


at in scene 
materialize ‘on ti 


within 


FROM AN ADVERTISEMENT OF THE MERCHANTS NATIONAL BANK, MOBILE 
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copper, public utilities, communications, radio and aviation. 

There has been a tendency for the more recent depressions 
to spring from some form of financial disorder and to require 
for their solution, not better crops, but readjustments in the 
field of money and credit. This has been true particularly 
of the present depression, starting with the collapse of share 
values six years ago and continuing to the bank holiday in 
March 1933 and beyond. The solution, likewise, one has 
little difficulty in concluding, will be financial and will be 
coincident with the solution of such problems as the exist- 
ence of billions in idle bank reserves, the stabilization of 
international exchange and the extraordinary relationship 
existing at present between the banking system and the 
credit of the Federal Treasury. 

Legislation and circumstances have added greatly to the 
duties and responsibilities of the banking field and it is un- 
questionably with this truth dominating their thoughts that 
the bankers of the nation will assemble in New Orleans, 
November 11-14, to discuss questions affecting the use and 
control of credit. 

An important part of the history of recovery is likely to be 
written in banks during the next few years just as heretofore, 
in greater or less degree, throughout the history of the 
country. The whole epochal story of the nation’s economic 
development can be traced in the records of banks. This is 
true not only of almost 200 banks which have been in 
existence for more than a century and 2,000 which have ex- 
isted more than a half century, but holds good even for those 
new institutions organized in the past few years and already 
taking an essential part in the economic life of their respec- 
tive communities. 


. -. quite novel to them all 


j pen necessary capital having been subscribed, “hand- 
some” banking rooms provided, equipment and furni- 
ture installed, and its lesson from Philadelphia well learned, 
the Massachusetts Bank opened for business on July 5, 1784. 

This was the real beginning of commercial banking in New 
England. The directors and staff had no way of estimating 
the volume of business that a young though very distin- 
guished bank might expect. No one could be sure that any 
deposits would come in. The only men who knew anything 


ALBUM 


Pioneers are people who enter new ter- 
ritory, preparing the way for others. In 
the period ahead, banks will have the 
advantage of a pioneering tradition 
handed down from their ancestors. A 
few portraits; left to right, the Hiber- 
nian Bank, Chicago, a component of 
the present Continental Illinois Na- 
tional Bank and Trust Company; The 
First National Bank, Elkhart, Indiana; 
the predecessor of The First National 
Bank, Hettinger, North Dakota 
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about the functioning of a commercial bank were the cashier 
and the accountant. The directors themselves frankly ad. 
mitted that banking was a business “quite novel to them 
all.” It is not hard to imagine the nervous tension that per. 
meated the air on that July day 150 years ago. After a hasty 
meeting, the president and directors decided they had better 
all be present at the opening to encourage their staff. . , . 

The first staff of the Bank consisted of cashier, teller, sub- 
teller, accountant, clerk and waiter or porter. Some of the 
staff and their families were permitted to reside in unused 
rooms at the Bank. The first cashier received a salary of 
$1,000 a year; the accountant $800; the teller $700; the 
clerk $650; the sub-teller $600; and the porter or waiter 
$200. Even as late as 1789 the president was receiving only 
$200 a year for his services, and the directors $100. . . . ‘ 

At this time Boston was a thriving seaport of 17,000 peo- 
ple and one of the three largest communities in America, 
The first regular stage-route system operating between Bos- 
ton and New York had not yet completed a year of service, 
The names which today are legendary were then living peo- 
ple. When the Massachusetts Bank was opened in July 
1784 the Constitution of the United States of America had 
yet to be adopted, and the inauguration of George Washing- 
ton as the first President was an event to occur nearly five 
years later. In that very year Lafayette visited Boston and 
was entertained by one of the Bank’s directors. It was an age 
that is difficult to visualize. In the year the Bank began busi- 
ness Joseph Otis, jailor, was soliciting aid “for numerous 
poor debtors confined in Boston jail,’ who were “suffering 
with hunger and from the inclemency of the weather.” In 
that year an effort to make Boston a city was voted down at 
Town Meeting. The third row of trees was set out “near the 
Mall on the Common.” People were still being ‘“ whipped at 
the Post” in State Street and hangings were performed on 
the Common. 

For a hundred years ships built and owned in New Eng- 
land had dominated trade with the West Indies, but at the 
end of the Revolution in 1783 trade with the protected mar- 
kets of the British Empire was at a low ebb. The old shipping 
lanes were either closed or no longer profitable. It was a 
period of depression. In spite of the fact that Boston had 
little to export except rum, salt pork, dried codfish and 
barrel staves, her shrewd merchants were turning toward 
trade with the Far East, and in a short time more ships were 
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THE history of a banking institution often parallels 
the record of growth of its community. The text of 
this article is composed of direct quotations from a 
few historical narratives published by banks. 


clearing from Boston and Salem than from any other ports 
on the coast. 

In December 1783 the little 55-ton sloop Harriet sailed 
from Boston, China bound, but traded her cargo of ginseng 
for tea at the Cape of Good Hope. A few years later the 
Columbia of Boston solved the riddle of the China trade, 
bringing back tales of the furs to be picked up on our North- 
west Coast that could be bartered for tea and spices and 
silks in China. Alert Yankee merchants were quick to see the 
opportunities and soon ships from Boston, Salem and other 
New England ports were sailing the Seven Seas in search of 
profitable trade. 

The Massachusetts Bank had opened its doors at the be- 
ginning of what has been termed the “critical period of 
American history.” But there were brighter prospects ahead. 
There were to be new avenues of trade, wider horizons for 
Boston ships and sailors. The founders of the Massachusetts 
Bank had been forehanded in sensing these things and the 
need of a bank in Boston to facilitate the use of credit. 
—“Tue First NATIONAL oF Boston, 1784-1934” 


... speed the processes of trade 


| jan first 17 years of the nineteenth century had been 
years of keen competition in banking. They had also 
been years of great commercial difficulty. The Bank of New 
York had proved its strength by steady growth and pros- 
perity during this period. . . . 

From 1804 on the Bank was under the direction of Gen- 
eral Matthew Clarkson, one of its most distinguished early 
presidents. Born in New York in 1758, he had joined the 
revolutionary forces in the War of Independence at the age 
of 17, had served on the staffs of Generals Arnold and Lin- 
coln, and had managed to be present at almost all the chief 
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engagements of the war—the retreat from Long Island, the 
fall of Charleston, the capture of Burgoyne and of Corn- 
wallis. He had served as state senator and assemblyman. In 
business, he was well known, first as a member of the firm of 
Vanderbilt and Clarkson, then under his own name, and 
finally as an associate of his brother in the firm of S. and L. 
Clarkson & Company. He was the friend of Hamilton and 
Jay, and later of De Witt Clinton. 

During these years the Bank had registered its prosperity 
in its semi-annual dividends. These had been regularly 414 
per cent each six months, except for one of 9 per cent in 
1803. The close of the war found the Bank ready to take 
advantage of the new growth of the nation and city. 

This growth was to take many forms. The western coun- 
try was almost yearly bringing new states into the Union, 
with new trade. Indiana, for example, was admitted in 1816, 
Mississippi in 1817, Illinois and Alabama in 1818. Cotton 
was taking its strong place in international trade, and was to 
swell the business of New York banks, the Bank of New 
York among them. Immigration had become a large factor 
in American life. And with increasing population and pro- 
duction had appeared two great factors in transportation 
calculated to open up new districts and speed the processes 
of trade: the steamboat and the canal. 

Both were in a sense the peculiar property of New York. 
Fulton had launched the Clermont on the Hudson; the great- 
est of American canals was to link New York City with the 
rich northwest. Ten years after Fulton’s first trip, boats 120 
feet in length were plying to Albany. The opening of the Erie 
Canal in 1825 reduced freight rates from the interior by as 
much as 90 per cent, and gave New York a tremendous 
trade with the Middle West. 

During these years New York grew in importance as the 
nation’s largest city. Here in 1818 the new American flag 
was designed at 27 Cherry Street at the suggestion of Cap- 
tain Samuel C. Reid—a design that kept the 13 stripes for 
the original states and added a star for each new state, in- 
stead of increasing both stars and stripes, as had theretofore 
been attempted, with increasing difficulty. Monroe, himself 
married to a New Yorker, and with his daughter also in New 
York, spent his last years in the city. Andrew Jackson was 
an exciting visitor in 1819, the great Lafayette in 1824. In 
1825 New York saw its first opera, The Barber of Seville, and 
in that year, No. 7 Cherry Street, the home of the president 
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of the New York Gas Light Company, became the first house 
to be lighted by gas. During this period ships began to em- 
ploy steam for trans-Atlantic crossing. 

In finance there had been growth also. Throughout the 
nation new banks were springing up, more than supplying 
the needs of a booming country, East and West. Many, how- 
ever, were rashly formed and operated, and a minor panic 
in 1819-1820 testified to the dangers from their too lavishly 
issued bank-notes. A painful period of speculation in bank- 
ing, especially in the West, was upon the country and was 
not outgrown for dozens of years. 

However, banking practice in New York City was gen- 
erally sound, and the Bank of New York continued its semi- 
annual dividends of 4% per cent. Its new directors were 
drawn from the most responsible merchants of the city. . . . 

The Bank’s reputation for strength was well known in 
London, a fact shown by the favorable response which Bar- 
ing Brothers made in 1822 to an inquiry whether it might 
be allowed a large European loan. The prospect was so gocd 
that Charles Wilkes, the cashier, was sent to London to 
conclude arrangements for borrowing £250,000. He sailed in 
November and successfully negotiated the transaction. It 
was finally approved by the board of directors on December 
2, 1823, and at a favorable rate of interest provided capital 
which immensely strengthened the Bank’s position. A con- 
siderable portion of the money was used to discharge the 
Bank’s debt to the state. . . 

This loan was utilized as the equivalent of the increase in 
capitalization which the Bank had not been able to secure 
from the state legislature. 

—“HIsToRY OF THE BANK OF NEW YORK AND 
Trust Company, 1784-1934”, by Allan Nevins 


... the flare of lighted tar barrels 


AS last the digging was finished! ‘‘Clinton’s Big Ditch” 
became a reality. It was October 26, 1825, when the 
Erie Canal was completed throughout its entire length. 
Water from the great Lake Erie was admitted to the canal 
bed at Black Rock when Clinton started his trip. 

In celebration of the marriage of the two waters of Lake 
Erie and the Atlantic, a series of cannon were placed at in- 
tervals of four or five miles all along the canal from Buffalo 
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to Albany. One after the other in quick succession they were 
discharged. Thus the great news was sounded to the people 
of the state. 

Aboard the Seneca Chief, Governor Clinton, his faith 
vindicated, headed a flotilla of boats and made the journey 
from Buffalo to Sandy Hook. It was Sunday noon when the 
gubernatorial party arrived in Utica and after church and 
appropriate festivities, the evening sky was illuminated by 
the flare of the lighted tar barrels floated on the canal. Every. 
where was jubilation and our little village thereafter as. 
sumed a new importance. 

1836 and Utica saw its first locomotive. The first railway 
constructed in this country was known as the Utica and 
Schenectady Railroad, and connected, of course, the two 
cities. “ Vomiting smoke, flames and cinders, from its vitals,” 
terrifying the Indians, but delighting the citizens, the famous 
De Witt Clinton passed through here August 2, 1836. Great 
was the rejoicing over this new transportation facility, in- 
estimable in its value. \ 

For until now travel had been something not lightly at- 
tempted—it was a hazard, a great uncertainty. When a 
one-way trip to Syracuse took a whole day—to Albany two 
and to Buffalo four—such adventures were not entertained 
save in case of absolute necessity. 

The first trains which to our modern eyes represent the 
acme of discomfort and ugliness, were the height of com- 
fortable elegance to the travelers of 1836. In 1839, the Utica- 
Syracuse road was opened. In 1853 the New York Central 
consolidated several of the smaller intercity lines and started 
its proud career. The same year the Black River and Utica 
Railroad Company was formed and in 1864 the Delaware, 
Lackawanna and Western began operating through here. 

Then in 1845, Theodore S. Faxton was aroused and in- 
trigued by reports of the wonders of the magnetic telegraph. 
The long experience he had gained in his Telegraph Stage 
Lines had taught him man’s growing need for speed. A con- 
sultation with Professor Morse, the inventor, followed. On 
Mr. Faxton’s return to Utica, he, John Butterfield, Hiram 
Greenman, Amos Kendall and others formed a company 
which laid a line between Utica and Springfield and began 
operating the first telegraph in the state. 

—“THE TALE OF THE TREASURE CHEST” 
First Bank & Trust Company 
Utica, New York, 1926 
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_.. Vital spark of industrial 
activity 


ITTLE did we realize in those days that forces were in 
operation, the combined effect of which would galvanize 
our industrial life and carry us into fourth place in popula- 
on. 
. An obscure mechanic who had learned the machinist’s 
trade as an apprentice with the Dry Dock Engine Company 
was then dreaming his dreams of empire. Not content with 
his arduous days of toil, he utilized his evenings repairing 
clocks and watches, his zeal and energy finally bringing him 
the responsible position of chief engineer at The Detroit 
Edison Company. Today his name is a household word. . . . 

It is claimed that a motion picture of any business street 
in the world would reveal a Detroit made car—most fre- 
quently a Ford. 

Detroiters as a rule attached little significance to the for- 
mation of a corporation in St. Louis, Missouri, during 1888, 
called The American Arithmometer Company. It became of 
local interest in 1904 when this company was moved to De- 
troit, bag and baggage, together with 253 families, and is 
now known as the Burroughs Adding Machine Company. 

Charles B. King is said to have driven the first gasoline 
propelled auto over Detroit streets in 1894. Henry Ford 
brought out a car about a year later. 

The Olds Motor Vehicle Company was organized in 1896 
with a capital of $5,000. This company was later reorganized 
as the Olds Motor Works, and is credited with the erection 
of Detroit’s first automobile factory. Their success was phe- 
nomenal, and brought immediate fame to Detroit. 

1901 saw the incorporation of the Cadillac Company, and 
in 1903 both the present Ford Motor Company and Packard 
Motor Company began operations, the Ford Motor Com- 
pany being incorporated with an authorized capital of $150,- 
000, with only $28,000 paid in. 

Detroit was known as a fairly substantial manufacturing 
city prior to the development of the automobile. Car-build- 
ing, ship-building, stove-making, pharmaceutical manufac- 
turing, paints and varnish companies flourished and gave 
employment to many, but the vital spark of our industrial 
activity was furnished by the “gasoline buggy”. Our growth 
was stimulated to a remarkable degree, the census of 
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1930 showing a population of 1,568,662, while the in- 
crease in wealth was evidenced by our banking resources, 
which reached a peak of $1,035,000,000 on October 25, 
1929. 
—“Tue TELLER”’, June 1935 
The Detroit Savings Bank 


.-. no easy task 


ena organization of the National Bank of Athens came in 

answer to the demand for better banking facilities during 
the years immediately following the War between the States. 
Fortunes had been swept away, successful business estab- 
lishments had gone down, farms had been ravaged, homes 
had been dismantled, conditions had completely changed, 
and the average southern citizen faced the future with little 
else than grit and determination to carry him forward. The 
history of Athens, Georgia, at that time reads not unlike 
that of scores of other communities throughout this section, 
a history of effort and struggle to reclaim, to rehabilitate, to 
restore. 

The men who conceived the idea of establishing a bank 
under the provisions of the Federal law enacted during the 
war were men who had been intimately connected with the 
economic progress of the community and section in which 
they lived. They were men who, along with the careful man- 
agement of their own private business, were actuated by the 
highest motives of community interest and public spirit. It 
was no easy task to raise one hundred thousand dollars for 
banking purposes, even by those who had been more fortu- 
nate than others in preserving their possessions from the 
destruction of war, and it was even a greater task to launch 
the new enterprise amidst the unsettled conditions of those 
days. But with faith in the undertaking and loyalty to their 
people, they resolved to contribute their share of capital, 
ability and effort to the work of establishing the new 
bank. 

They contributed liberally of their energy and ability to 
the management and development of the institution and 
their successors widened the scope and enlarged the business 
of the bank until it reached its present position in the bank- 
ing world. 

How wisely they planned, how energetically they labored, 
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how well they succeeded, let the history of the institution 
itself and the solid and enduring growth of the city of Athens 
and the surrounding section tell. 

The list of original stockholders of the National Bank of 
Athens contains the names of men at that time well known in 
the business world of Athens, and in the years following the 
real leaders in the commercial and industrial development 
of the city. 

—HIsToRICAL REVIEW” 
The National Bank of Athens 
Athens, Georgia, 1916 


... favorably impressed with the 
possibilities 


M* father was one of the pioneers in Kansas, going there 
in 1857, settling in Hiawatha, where, in 1870, he with 
Major E. N. Morrill and C. H. Janes started the first bank 


in that part of the state, a private bank—Barnett, Moril 
& Co. 

Coming to Florida in the Autumn of 1875 to visit my 
brother, he was most favorably impressed with the possibjl. 
ities of the state and believed that it had a great future. 

Returning to Kansas he, during the next year, closed oyt 
all his interests in Hiawatha and on March 17, 1877, we 
arrived in Jacksonville to become permanent citizens, Jp 
May he opened his bank as “The Bank of Jacksonville”, in 
the old Freedman’s Bank Building, southwest corner of 
Pine (now Main) and Forsyth Streets. His capital in the be. 
ginning was $43,000. A few months later he added $7,009 
more, bringing it up to $50,000. The office force consisted of 
my father, one clerk and myself. . . . 

In 1877 the whole country was still suffering from the dis. 
astrous panic of 1873. Immigration into Florida from other 
states had practically ceased and did not show signs of re. 
covery until 1881. 

At that time the chief sources of income to the state were 
cattle, lumber, cotton, Sea Island cotton, oranges and winter 


AST spring, 1846, was a busy season in the 
city of St. Louis. Not only were emigrants 

from every part of the country preparing for 
the journey to Oregon and California, but an 
unusual number of traders were making ready 
their wagons and outfits for Santa Fe. The 
hotels were crowded, and the gunsmiths and 
saddlers were kept constantly at work in pro- 
viding arms and equipments for the different 
parties of travellers. Steamboats were leaving 
the levee and passing up the Missouri, crowded 
with passengers on their way to the frontier. 

In one of these, the Radnor, since snagged 
and lost, my friend and relative, Quincy Adams 
Shaw, and myself, left St. Louis on the twenty- 
eighth of April, ona tour of curiosity and amuse- 
ment to the Rocky Mountains. The boat was 
loaded until the water broke alternately over 
her guards. Her upperdeck was covered with 
large wagons of a peculiar form, for the Santa 
Fe trade, and her hold was crammed with goods 
for the same destination. There were also the 
equipments and provisions of a party of Oregon 
emigrants, a band of mules and horses, piles of 
saddles and harness, and a multitude of non- 
descript articles, indispensable on the prai- 

Thus laden, the boat struggled upward for 
seven or eight days against the rapid current of 
the Missouri, grating upon snags, and hanging 
for two or three hours at a time upon sand-bars. 
We entered the mouth of the Missouri in a 
drizzling rain, but the weather soon became 
clear, and showed distinctly the broad and tur- 
bid river, with its eddies, its sand-bars, its 
ragged islands and forest-covered shores. . . . 

In five or six days we began to see signs of 
the great western movement that was taking 
place. Parties of emigrants, with their tents 
and wagons, were encamped on open spots near 
the bank, on their way to the common rendez- 
vous at Independence. On a rainy day, near 
sunset, we reached the landing of this place, 
which is some miles from the river, on the ex- 
treme frontier of Missouri. The scene was char- 
acteristic, for here were represented at one view 
the most remarkable features of this wild and 
enterprising region. 


The Oregon Trail 


On the muddy shore stood some thirty or 
forty dark slavish-looking Spaniards, gazing 
stupidly out from beneath their broad hats. 
They were attached to one of the Santa Fe 
companies, whose wagons were crowded to- 
gether on the banks above. In the midst of 
these, crouching over a smouldering fire, was a 
group of Indians, belonging to a remote Mexi- 


Francis Parkman, author of The Oregon Trail, 
started from St. Louis on his famous journey a 
few months before the Boatmen’s National 
Bank was founded as The Boatman’s Savings 
Institution. A booklet published by that bank 
in 1897 tells an interesting story of how “‘among 
the Institution’s original depositors was the 
then well known steamboatman, Capt. Dennis. 
He is said to have been a thrifty, well-to-do navi- 
gator of the Big Muddy.”’ Leaving $100 with the 
bank, the captain went to California, never re- 
turning to St. Louis. But 26'% years later his son- 
in-law appeared and withdrew the account, at 
that time amounting to $2,565 


The First locarion’ (Sept 28 1847) 
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can tribe. One or two French hunters from the 
mountains, with their long hair and buckskin 
dresses, were looking at the boat; and seated on 
a log close at hand were three men, with rifles 
lying across their knees. The foremost of these, 
a tall, strong figure, with a clear blue eye and 
an open, intelligent face, might very well repre- 
sent that race of restless and intrepid pioneers 
whose axes and rifles have opened a path from 
the Alleghanies to the western prairies. He was 
on his way to Oregon, probably a more con- 
genial field to him than any that now remained 
on this side of the great plains. 

Being at leisure one day, I rode over to In- 
dependence. The town was crowded. A multi- 
tude of shops had sprung up to furnish the emi- 
grants and Santa Fe traders with necessaries 
for their journey; and there was an incessant 
hammering and banging from a dozen black- 
smiths’ sheds, where the heavy wagons were 
being repaired, and the horses and oxen shod. 
The streets were thronged with men, horses, 
and mules. While I was in the town, a train of 
emigrant wagons from Illinois passed through, 
to join the camp on the prairie, and stopped in 
the principal street. A multitude of healthy 
children’s faces were peeping out from under 
the covers of the wagons. Here and there a 
buxom damsel was seated on horseback, hold- 
ing over her sunburnt face an old umbrella ora 
parasol, once gaudy enough, but now miserably 
faded. The men, very sober-looking country- 
men, stood about their oxen; and as I passed I 
noticed three old fellows, who, with their long 
whips in their hands, were zealously discussing 
the doctrine of regeneration. The emigrants, 
however, are not all of this stamp. . . . I have 
often perplexed myself to divine the various 
motives that give impulse to this migration; 
but whatever they may be, whether an insane 
hope of a better condition in life, or a desire of 
shaking off restraints of law and society, oF 
mere restlessness, certain it is, that multitudes 
bitterly repent the journey, and, after they 
have reached the land of promise, are happy 
enough to escape from it. 

From THE OREGON TRAIL 
By Francis Parkman 
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visitors. Grapefruit was not,grown to any extent nor, except 
in a few cases, were the pine forests boxed for naval stores. 
The growing and shipping of early vegetables to northern 
markets had not commenced, and phosphate rock had not 
been discovered. The cattle chiefly ranged the very sparsely 
settled country of south Florida, and the sole market for 
them was Cuba. They were shipped principally from what 
were then the villages of Tampa and Fort Myers. Lumber 
was shipped from Pensacola, Cedar Keys, Jacksonville and 
Fernandina. Pensacola had a foreign trade, but shipments 
from the east coast were almost entirely to domestic ports 
and were in sailing vessels. . . . 

Cotton was only raised in part of Madison County and 
the counties west of it, bordering on Georgia and Alabama. 
The Sea Island belt commenced in Madison and ran east and 
south to Marion County. Not over 50,000 bales of either 
kind were raised. 

The crop of oranges was about a million boxes, chiefly 
raised along the banks of the St. Johns River, its tributaries, 
and on the Halifax and Indian Rivers, as water furnished the 
only means of transportation. There were only three rail- 
roads in this state—all in the hands of receivers and in bad, 
very bad, physical condition. . . . 

There were four small banks in Jacksonville; one in Talla- 
hassee, and one in Pensacola; none elsewhere. The combined 
deposits of all the banks were less than $500,000. Not a very 
promising outlook, but my father had faith in the future of 
the state and was content to start in a small way and grow 
with the country. 

Our progress was slow and, at the end of the first year, 
our deposits were only about $10,000. . . . In 1881 we 
became state depository. All state warrants were stamped 
payable at our bank, which advertised us from Pensacola 
to Key West. It came just at the time that there was a 
renewed interest in Florida aroused throughout the coun- 
try, with a new influx of settlers. It put our bank on a 
profitable basis, from which it has never receded. 

—‘ REMINISCENCES OF Firty YEARS IN THE 
BARNETT BANK”, by Bion H. Barnett 
Jacksonville, Florida, 1927 


... including better dwellings 


i og year in which this bank was established, 1868, might 
be said to mark the definite turning point from frontier 
to civilization in Kansas. It was a year of strangely contrast- 
ing events, when Indian war whoops mingled with the sound 
of the carpenter’s saw and the railroad builder’s pick. . . . 

During that year some 400 buildings were erected in the 
town, including better dwellings and more pretentious busi- 
hess structures than those previously constructed. The first 
iron foundry and a flour mill were established. And, as a 
forerunner of future development, arrangements were com- 
pleted for the building of the Atchison, Topeka & Santa Fe 
Railroad, and on October 15 a construction company began 
the grading of the line southwestward from Topeka under 
the direction of Col. Thomas J. Peter. It is interesting to 
note that this bank has been associated with the Santa Fe 
from the very beginning, the bank’s first published state- 
ments of condition having carried the line, “Bankers for the 
A. T. & S. F. R. R. Co.” 

During 1869, the bank’s first year of service, the develop- 
ment of Topeka proceeded at a still faster pace, but interest 
centered largely around the progress of the railroad. On 
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March 30 the first locomotive, the C. K. Holliday, crossed 
the bridge which had been erected across the Kansas River 
to connect with the tracks of the Union Pacific. The line 
reached Carbondale in July, Burlingame in September, and 
on October 4 conducted an excursion from Topeka to Bur- 
lingame. W. H. Davis, then a boy, now a vice-president of 
the National Bank of Topeka, went on that trip. 

The next year, 1870, brought continued progress. The 
Santa Fe reached Osage City on May 30, Reading in June, 
Emporia on July 20, and Ottawa on August 19. Horace 
Greeley visited Kansas in the Fall, and on October 9 the 
New York Tribune published a letter over his signature 
which said in part: “Settlers are pouring into eastern Kansas 
by carloads, wagon-loads, horse-loads daily, because of the 
fertility of her soil, the generality of her climate, her ad- 
mirable diversity of prairie and timber, the abundance of her 
living streams and the marvelous facility wherewith home- 
steads may here be created.” 

By way of emphasizing the contrast between 1868 and 
1928, we may mention that in the former year . . . there 
was no railroad reaching to the Pacific Coast. The popula- 
tion of Kansas was approximately 300,000, or about one- 
sixth of what it is today. The State Agricultural College was 
only five years old and the University three years. General 
Grant was elected in that year to his first term as President 
of the United States. 

—‘‘SIXTIETH ANNIVERSARY” 
National Bank of Topeka 
Topeka, Kansas, 1928 


... in exact ratio 


&® banks draw their deposits from, and make their loans 
to, all other lines of business, they grow in size and im- 
portance in exact ratio with the growth of general business 
in the community in which they are located. Hence the 
financial and commercial growth of Chicago will probably 
be better realized and appreciated from the statistical record 
of its banking development than from any other single source 
of information. .. . 

The real beginning of the banking and financial history of 
this city may be said to be marked by the organization of the 
Chicago Clearing House Association, which took place on 
April 6, 1865. Its total clearings on that first day amounted 
to $913,377.26. The total clearings today amounted to $100,- 
445,965.69. There were 19 original members, of which three 
were state banks, only one of which is still a member and 
doing business, the Merchants Loan & Trust Co., and this 
also is soon to merge its own identity in a larger organization. 
Of the 12 national banks only one is still in existence today, 
the First National Bank of Chicago. Four were private banks 
or bankers, all of whom have since disappeared. 

The aggregate capital and surplus of these original mem- 
ber banks two years later, that is, in 1867, was recorded as 
being $7,364,100 and their total resources as $24,694,815. 
By January, 1873, the membership had increased to 27, of 
which 12 were new members, and of these the only ones still 
in existence are the Corn Exchange National Bank, the 
Union Trust Company and the Bank of Montreal, so that 
of the 27 members in January, 1873, there are only five left 
today. The capital and surplus of these 27 member banks in 
1873 was $16,590,246. Today there are 24 member banks 
with a capital and surplus of over $180,000,000, an increase 
of about 1,000 per cent, while the resources show even a 
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greater development, amounting on June 30, 1922, to $1,- 
855,102,963, while in 1873 the total resources amounted to 
only $45,241,946. Today we have one bank whose individual 
resources are almost 12 times the aggregate resources of all 
the clearinghouse banks 50 years ago, while the aggregate 
resources of the 24 clearinghouse member banks are at the 
present time 41 times the aggregate resources of the 27 mem- 
ber banks of 50 years ago. 
—“RECOLLECTIONS OF A Busy LIFE”’ 
By James B. Forgan, former president 
First National Bank of Chicago 


... came here to view the paving 


ORN in 1829, and educated in the public schools, Mr. 
Garrett entered the mercantile business in 1838, and 
was successful. For the acconmodation of his customers, in 
1848, he began to accept their money and valuables for safe- 
keeping in his iron safe. He had an excellent record for in- 
tegrity and, when empowered to use some of the money thus 
received, he paid interest on it. This was the beginning of the 
savings bank and safety deposit box idea in eastern Ohio. 

His banking business increased, especially after the pros- 
perity of the country following the gold rush in California in 
1849, and so, in 1854, he established the Union Savings In- 
stitute, with himself as treasurer and general manager, and 
his office above his store. 

From that time the Union Bank has been a leading factor 
in the growth and the development of the Steubenville dis- 
trict. The bank itself continued to grow and a few years 
after the Civil War it was the Union Bank that helped 
finance the several different little wool factories; and in fol- 
lowing years it aided several glass factories, clay plants, and 
other small industries. . . 

By 1873 his business had increased to such an extent that 
Mr. Garrett gave up his mercantile business entirely, devot- 
ing all his time to the banking business and moving his bank- 
ing room to the first floor. Here the Union Deposit Bank was 
organized... . 

The population of Steubenville then was only 9,100, but it 
was beginning to grow. The Union Deposit Bank took part in 
this by financing new homes and new enterprises. It aided in 
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obtaining the telephone system, the bank being one of the 
first subscribers, in 1883. 

In 1884 the Union Bank was instrumental in having the 
first block of brick pavement put down in the city. The 
stretch of pavement extended from Market Street to Adams 
Street, on Third. Street commissioners of New York City 
were among those who came here to view the paving, one of 
the first brick paving jobs in the country... . 

The relation of the Union Bank to the industrial situation 
of the district may be seen in the fact that following the 
Spanish-American War the Union Bank and D. J. Sinclair 
were instrumental in obtaining the La Belle Iron Works of 
Wheeling to purchase the old Jefferson Iron Works; also the 
Pope Tin Plate Works to locate in Steubenville. 

The La Belle Iron Works spent thousands of dollars and 
furnished employment to several thousand men, one of the 
first steps that insured Steubenville’s future. With the in. 
creasing population, public utilities were at a low state, the 
worst being, perhaps, the inadequate water supply. Mr. Sin- 
clair and associates at the bank built the present water works 
and reservoir at a cost of $135,000, saving the city a sizable 
sum. The influence of the institution has gone farther than 
the city and its result can be seen all over the country and 
the district. Industry, commerce, the business district and 
the residential districts were aided by the Union Bank financ- 
ing. The Chicago Wall Paper Company absorbed the Steu- 
benville Wall Paper Company at the instance of the bank. 
The Union Bank was instrumental in obtaining Follansbee 
Bros. plants at Follansbee and at Toronto; it aided the Phil- 
lips Sheet and Tin Plate Company, now the giant Weirton 
Steel Company; it assisted the East Ohio Sewer Pipe Com- 
pany; the Union Clay Manufacturing Company; the Strat- 
ton Brothers Company; the Myers Clay Manufacturing 
Company, now known as the Kaul Clay Company; the 
Union Savings Bank of Toronto; the Steubenville Pottery 
Company; the Fort Steuben Bridge Company; the Market 
Street Bridge; the Jefferson Glass Company, at Follansbee; 
the Hammond Bag and Paper Company, of Wellsburg; trac- 
tion lines were extended through efforts of Mr. Sinclair and 
others of the bank. 

—“TuyEe Union BANK NEws” 
The Union Savings Bank & Trust Co. 
Steubenville, Ohio, 1929 
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Banking History 


HE programs for the annual conventions of the American 
‘Wales Association traditionally represent a cross sec- 

tion of current financial and economic history. 

From the First Convention at Saratoga, New York, in 
July 1875, to the Sixty-first, which meets in New Orleans, 
November 11-14, bankers have gathered annually to discuss 
questions of the hour. Generally speaking, matters important 
to the banking institutions are of scarcely less concern to the 
country, particularly to business, and the meetings have 
thus assumed broad significance. 

On this year’s program—including the divisional sessions 
—on pages 44 and 45, appear prominent representatives 
of banking, business and the Government, who will address 
the general Convention meetings held in the Orpheum 
Theatre, New Orleans. Carter Glass, United States Senator 
from Virginia, long identified with banking legislation, is one 
of these speakers. Others are Marriner S. Eccles, Governor 
of the Federal Reserve Board; Leo T. Crowley, chairman of 
the Federal Deposit Insurance Corporation; J. F. T. O’Con- 
nor, Comptroller of the Currency; and Jesse Jones, chairman 
of the Reconstruction Finance Corporation. 

Banking will be represented on the general program by 
Rudolf S. Hecht, President of the American Bankers Asso- 
ciation and chairman of the board, Hibernia National Bank, 
New Orleans. Spokesmen for business and industry are 
Lewis H. Brown, president, Johns-Manville Corporation, 
New York, and Harper Sibley, president, the United States 
Chamber of Commerce. Major L. L. B. Angas will discuss 
important economic problems. 

In addition, there will be the usual meetings of the various 
Association groups—Savings Division, State Bank Division, 
National Bank Division, Trust Division, and State Secre- 
taries Section—as well as constructive customer relations 
clinics and other features designed to help bankers with their 
operating problems. These gatherings will be held in the 
Roosevelt Hotel, Convention headquarters. 

The official proceedings of the 60 American Bankers Asso- 
ciation conventions comprise interesting, informative his- 
tory. Covering six fruitful, though sometimes stormy dec- 
ades, this record is not only a reminder that past problems 
have been met and 
solved but that 
issues have a 
habit of recurring 
in varying forms. 
It is noteworthy 
that through the 
discussions runs a 
calm undertone of 
sound judgment 
and sustained 
confidence. 

Take, for ex- 
ample, the address 
of President 
Charles B. Hall 
of Boston to the 
First Convention 
on July 20, 1875. 
What he said is of 
little importance 
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RUDOLF S. HECHT—During the year of Mr. Hecht’s 

presidency of the American Bankers Association bankers 

met the difficult problems connected with extensive 

revision of the banking law. Seldom have the duties of a 

President and his official family been more arduous, re- 

quiring constant application to duty and sacrifice of per- 
sonal convenience in the interest of banking 


now, but as an expression of a banker’s reaction to current 
affairs it strikes a keynote. Discussing the pressing problem 
of the day—specie payments—he said: “We all want to get 
specie payments as soon as we can, without distressing the 
business community or bringing ruin on the country gener- 
ally. But I am not one of the class who think that the pros- 
perity of this country depends entirely upon hurrying to 
specie payments. (Applause) . . . My own opinion is that 
that question will in time settle itself easily. . . . Without 
any material increase of the circulating medium, which, it 
appears to me, we do not need at present, we shall grow up 
naturally into a permanent specie-paying community. . . .” 

James Buell of New York, who was made President of the 
first Executive Council, said: “It may be that flint and steel 
shall here be brought together in such manner as to elicit a 
spark that will illuminate our financial horizon, so that we 
may see the way to specie resumption without commercial 
convulsion. . . .” 

And the Convention passed this resolution: “ Resolved, 
that in the opinion of this Convention, it should be the effort 
of every good citizen to hasten the day when every promise 
of our Government to pay a dollar shall be honestly re- 
deemed in coin.” 

Turn now to the Convention of 1893, held at Chicago 
after a postponement due to the financial upheaval which 
occurred in that year. 

President William H. Rhawn of Philadelphia read to the 
Convention a letter the Association had sent to the bankers 
of the United States on August 19. One paragraph stated: 

“Tt is manifest that the immediate cause of the prolonged 
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stringency is the fear and apprehension of disaster engen- 
dered in the minds of the people by the continued purchase 
of silver by the Government and by the unceasing issues of 
its obligations therefor, redeemable in gold, which fear and 
apprehension can only be removed and confidence restored 
by the removal of the cause. It is believed that the bankers 
of the country will realize and understand this to as great, 
if not to a greater, extent than any other class of citizens, 
and it therefore becomes the duty of such of them as fully 
realize this to urge upon their fellow citizens, and upon 
Congress, the great necessity for the immediate and uncon- 
ditional repeal of the purchasing clause of the Sherman 
Silver Act.” 

“The letter was prepared,” Mr. Rhawn said, “with due 
regard to the fact that while the Association has always 
favored the fullest use of silver consistent with the main- 
tenance of the gold standard, it has repeatedly condemned 
the excessive purchase of silver_and its coinage into silver 
dollars as detrimental to the best interests of the people and 
dangerous to the welfare of the Government. It is important 
that the position of the Association upon this most momen- 
tous question should again be clearly and positively defined 
at this time by this Convention. . . .” 

The Convention unanimously adopted a resolution de- 
claring that in the Association’s opinion “it is wise and 
absolutely necessary that the United States Senate shall 
immediately and absolutely pass an unconditional repeal of 
the silver purchase clause of the Sherman Bill.” 

James E. Eckels, Comptroller of the Currency, had pre- 
viously told the delegates: “‘ Until our financial laws accord 
with those that govern the world’s trade, our currency takes 
on a uniformity and elasticity that are now wholly lacking, 
and our people are rid of the pernicious doctrine that money 
which is cheap and plenty is a blessing, a source of wealth 
instead of a curse and the cause of financial panic and ulti- 
mate poverty, we cannot but expect at stated periods the 
return of conditions such as have and still do threaten us.” 

Other speakers at the 1893 Convention discussed: “A 
Practical Plan of Banking and Currency”; “A Plea for a 
Sound Currency and Banking System”’; An Elastic Cur- 
rency ”’; “ The Silver Question as Related to the Appreciation 


Sound Money 


THE American Bankers Association has always stood squarely 
for sound money, and has frequently reiterated its position on 
this point. At the first Convention in 1875 it set forth its views 
on a sound currency and the sacredness of contractual obliga- 
tions in a resolution which said that all good citizens should 
strive to “hasten the day when every promise of our govern- 
ment to pay a dollar will honestly be redeemed in coin’’. 

Early in its history the Association advocated the gradual 
contraction of legal tender circulation. It led in the fight for 
resumption of specie payments. Shortly before the Gold Stand- 
ard Act was passed it recommended, in Convention at Cleve- 
land, that Congress “at its next session enact a law to more 
firmly and unequivocally establish the gold standard in this 
country by providing that the gold dollar . . . be the standard 
and measure of all values in the United States; that all obliga- 
tions of the government, all paper money .. . shall be re- 
deemed in gold coin... .” 

At the New Orleans Convention in 1902 the Association, by 
resolution, observed that “the adoption of gold under the act 
of March 14, 1900, removed the blighting effects of distrust, 
which always paralyses enterprise, and substituted confidence, 
which is the bulwark of all progress’’. 
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ROBERT V. FLEMING, First Vice-President, American 
Bankers Association, and president, Riggs National Bank, 
Washington 


of Gold”; “An Adaptation of the English System of the 
Treatment of Panics to American Needs—or Clearing House 
Certificates Issued as a Circulating Medium Under Govern- 
mental Control”; “Money”; “The Need for Comprehen- 
sive Currency Reform”. 

These titles are particularly significant in that they reflect 
the growing realization of the need for change; in effect they 
represent seeds of the Federal Reserve System which was 
to be established two decades later. 

The 1914 Convention met at Richmond on October 12. 
The war—still being called the “European War”—did not 
threaten to involve the United States, and banking’s atten- 
tion was more immediately focused on the new regional 
central banks. Numerous speakers that year discussed the 
Federal Reserve Act and the system which it established. 
President Arthur Reynolds of Des Moines reviewed it at 
length. (He also called attention to “the many forms of 
legislation on the part of the general government for control 
of corporation”’, finding that “the continuous and unjust 
attacks which have been made upon the banking business by 
the proponents of our recent forms of theoretical and schol- 
astic legislation, combined with the pronounced prejudice 
exhibited by the administration and legislative branches of 
the Government, have greatly influenced an unfair public 
opinion.”’) 

Charles S. Hamlin, Governor of the new Reserve Board, 
said: “The cornerstone of this legislation was laid by your 
Association when, in 1894, it advocated the so-called Balti- 
more plan of currency reform.” 

Carter Glass, then chairman of the House of Representa- 
tives Committee on Banking and Currency, analyzed the 
Act for the delegates. The Convention provided for appoint- 
ment of a committee to obtain amendments making it 
advantageous for state banks to join the Reserve system. 

At Atlantic City in 1931 the (ConTINUED ON PAGE 26) 
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STRAUSS BLANK-STOLLER 


TOM K. SMITH, Second Vice-President of the Association HAL Y. LEMON, Treasurer of the Association and vice- 
and president of the Boatmen’s National Bank, St. Louis president of the National Bank of Detroit 


Above, left to right, C. J. Lord, Presi- 
dent of the National Bank Division of 
the Association and vice-president of 
the National Bank of Commerce of 
Seattle; T. J. Caldwell, President of the 
Savings Division and vice-president of 
the Union National Bank, Houston, 
Texas; James C. Bolton, President of 
the State Bank Division and vice-presi- 
dent of the Rapides Bank and Trust 
Company, Alexandria, Louisiana. At 
the right, Leon M. Little, President of 
the Trust Division and vice-president 
of the New England Trust Company, 
Boston. At the left, Maynard W. E. 
Park, President of the American Insti- 
tute of Banking and assistant cashier, 
Federal Reserve Bank of Kansas City 
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(CONTINUED FROM PAGE 24) 

Fifty-Seventh Annual Convention devoted most of its 
general program to a study of the depression. Fred I. Kent, 
replacing Under-Secretary of the Treasury Mills as a speaker, 
sketched a “Picture of World Financial Conditions.” James 
C. Stone, chairman of the Federal Farm Board, urged 
bankers to help bring about the fundamental changes 
needed to effect recovery. 

The late Rome C. Stephenson of Indiana, in his address as 
President of the Association, spoke of the “somber ex- 
periences”’ of his official year, which he was leaving ‘“‘not as 
a pessimist but as an optimist—as one with a renewed faith 
and confidence in the spirit of his fellow men under over- 
whelming difficulties.” 

“Looking toward the longer future,” Mr. Stephenson said, 
“T am convinced that the most constructive action that 
can be taken toward bringing about greater stability in our 
business is the development of a more balanced attitude in 
the minds of all our people in regard to the right relationship 
between saving and spending. The time to really save is 
during a period of steady earnings and high prices, and the 


New Orleans, where the Nation’s Bankers convene this month, combines 
historical importance with present day eminence as the center of an eco- 
nomic empire. From Louisiana comes practically all the cane sugar pro- 
duced in the United States (top picture). In the port of New Orleans (lower 
picture) the chief exports are cotton, cotton seed products, refined sugar, 


petroleum, tobacco and lumber 


real time to spend is during a period of stagnant trade and 
low prices. There is more practical workable economics jp 
the sentence: ‘Save during prosperity so as to be able to 
spend during depression’, than in a whole library full of 
charts and tables and books on political economy.” 

The resolutions of that year began with the statement: 
“The American Bankers Association has implicit confidence 
in the ability of the people of the United States to meet suc- 
cessfully the unusual economic conditions with which they 
are now confronted. We believe that the great natural 
resources and the courage and high order of intelligence of 
our people, which have brought our country to its present 
position of preeminence in finance, commerce and industry, 
is a guaranty that the present day problems will be solved.” 

The incoming President, Harry J. Haas of Philadelphia, 
recalled the many major depressions and continued: 

“Shall we not judge the future by past experience? Surely 
our people are better prepared financially and intellectually 
to cope with even greater problems than they have in the 
past, so why not look to the future confident that funda- 
mental social, financial and economic problems shall be 

adjusted satisfactorily. Confidence is 

not established by any one thing but by 
an accumulation of things.” 

The Association’s Economic Policy 
Commission had previously said: 
“Public confidence in _ established 
values in America has temporarily been 

_ depressed beyond all reason.” It was 

a time, the Commission found, “for 
serious thought” and “also a time 
for courageous action. This nation 
stands in the history of nations as a 
people of indomitable spirit in the face 
of overwhelming difficulties. That has 
been the basis of our great achieve- 
ments in the past. It should be the 
source of a return to better times and 
continued progress in the not distant 
future.” 

Said The Commercial and Financial 
Chronicle, commenting editorially: 

“Much more than at any other recent 
convention, the resolutions adopted at 
Atlantic City by the American Bankers 
Association were the matter of para- 
mount importance for the occasion. 
The extraordinary existing situation in 
American and foreign finance, the men- 
tal bewilderment and discouragement 
created by it undoubtedly lend particu- 
lar interest to individual speeches or 
declarations by responsible men; but in 

# much greater measure they converge 
+ attention upon the sober, united con- 
clusions of so important a financial 
body. In reading the resolutions of this 
convention, the mind is carried back to 
the emphatic warnings expressed by the 

¥ bankers’ conventions of 1928 and 1929; 

also to the expression of belief in 4 

bright economic future at the conven- 

tion held in the gloomy days of October 
' 1921. Both were in the nature of correct 
prophecy.” 
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Small Loan Policies 


centages of small loan lines and 

note costs in banks of varying 
sizes located in widely scattered parts 
of the country. They can be taken as 
exemplifying the conditions in the ma- 
jority of banks. 

It is remarkable how close are these 
percentages of loan lines under $500, 
both in the number of loans and in the 
amount of dollars involved, the lowest 
number being 40.68 per cent and the 
highest 68.98 per cent of the total loan 
lines. The management of the bank 
with 40.68 per cent of the number of its 
loans under $500 and with a total 
monetary investment in that class of 
1.68 per cent of its loans and discounts 
outstanding, felt very sure that they 
had no small loans. They were presumed 
to have a very definite policy of making 
no loans under $1,000. The officers 
were so surprised at the percentages 
shown that in order for them to be con- 
vinced it was necessary that they per- 
sonally check the notes against the 
analysis sheets. This recheck further 
proved that only a very small fraction 
of the loans had dropped into this class 
because of partial payments. The vast 
majority were for the original amounts. 

In passing, this emphasizes the need 
for bank executives to have a constant 
analysis of the operating conditions in 
their own institutions. Simply for them 
to believe that certain conditions exist 
or do not exist is not sufficient. They 
must have the actual facts at their 
finger tips. 

It can be taken as a fact that a very 
large percentage of the number of loan 
lines in most banks have but a small 
percentage of the money borrowed. As 
will also be seen from the table, the 
physical cost of handling a note, that 
is, the cost of recording in the liability 
ledger, making out the note, the note 
notice, the tickler files, etc., those costs 
which apply alike to any note whether 
it be drawn for $50 or $50,000, varies 
from $.54 to as high as $5.50. 

It is therefore clear that a note of 
$100 drawn for 30 days at 6 per cent 
Interest is not profitable. Just to illus- 
trate this, take Bank “‘G”, where the 
work in the note cage was very effi- 


7 table on this page shows per- 
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ciently handled. Of its total loan lines 
21.33 per cent were under $100 and 
there were 52.33 per cent under $500. 

The interest on $100 for 30 days at 6 
per cent is $.50. Therefore the bank 
actually lost $.37 on every loan it made 
for that amount. If the loan was made 
for 90 days the bank would receive a 
total of $1.50. Out of this would have to 
come the $.87 cost to record the note on 
its books. This leaves but $.63 to cover 
the lending officer’s time, and credit in- 
vestigation costs. 

If 10 such notes were made in a day, 
or 3,000 a year, they would not earn the 
salary of the lending officer, let alone 
leave a margin of profit to the bank. It 
is therefore evident that if a bank 
makes small loans it needs more than a 
straight 6 per cent interest rate in order 
for such loans to be profitable. 

A number of attorneys have con- 
curred in the opinion that any minimum 
interest regulation can be construed to 
be technical usury, but that a bank 
may make a specific charge on small 
loans where it can substantiate that its 
costs warrant such a charge. Any such 
charge, however, should be distinct and 
separate and posted to an account of 
its own on the books. This brings up the 
question of note costs. 

The tremendous variation found in 
the cost of handling notes in banks de- 


METHODS AND OPERATIONS 


EACH month BANKING publishes the 
best available information on current 
problems of administration. The pur- 
pose is to furnish timely management 
counsel which can readily be adapted to 
the needs of individual banks. Discus- 
sion is invited on subjects considered. 


pends largely on how the work is per- 
formed. Bank “J” with a note cost of 
$5.50 was handling the work in its note 
cage very inefficiently. Most of its rec- 
ords were in pen and ink, and it had a 
large bound ledger in which all notes 
under $5,000 were listed. It did not 
keep any liability ledger sheet for what 
it called small loans, i.e., those under 
$5,000. Such loans were all listed in this 
bound ledger under the heading of 
“Miscellaneous”’. 

A customer borrowing $1,000 at a 
time might have 4 such notes listed in 
that Miscellaneous account. This made 
more work in the note cage rather than 
less, because it necessitated going over 
the entire list of names every time the 
lending officers wished to ascertain the 
total borrowings of any such customer. 
Naturally this required more work and 
increased the note cost. 


Small Loan Lines and Note Costs 
PERCENTAGES TO TOTAL LOANS AND DISCOUNTS PHYSICAL 


NUMBER 
UNDER $100 


27.67% 
12.24% 
17.85% 
17.35% 
19.43% 
15.79% 
21.33% 
16.39% 
24.50% 
15.00% 
26.53% 
22.29% 
20.28% 
27 
18.22% 
25.74% 


NUMBER 
$100-$500 
36.77% 
28.44% 
41.62% 
36.76% 
38.85% 
26.32% 
31.00% 
28.98% 
37.75% 
39.08% 
42.45% 
35.44% 
34.79% 
40.81% 
36.28% 
42.11% 
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NOTE 
COSTS 
$ .54 
2.45 

.82 


TOTAL UNDER $500 
NUMBER DOLLARS 


64.44% 10.68% 
40.68% 1.60% 
59.47% 7.39% 
54.11% 6.21% 
58.28% 3.92% 1.07 
42.11% 1.98% 1.63 
52.33% 3.96% 87 
45.37% 2.42% 11 
62.25% 4.51% 60 
54.08% 4.84% 5.50 
68.98% 9.09% 1.31 
57.73% 3.10% 1.06 
55.08% 3.45% 2.70 
68.69% 10.68% 2.03 
54.50% 4.12% 78 
67.85% 11.08% 1.39 


Comparative Income 


SMALL LOAN 
ON MONTHLY 
PAYMENT BASIS 


PERSONAL LOAN DEPARTMENT 


Discount on $500 for 10 months at 6%........... $25.00 
PRINCIPAL INTEREST Cost of recording note.................... $.60 
$500 $ 2.50 10 payments in passbook at 38 cents each... 3.80 4.40 
450 2.25 
400 2.00 GROSS INCOME OVER NOTE COST.................. $20.60 
350 Be bs Investigation fee at 50 cents per $50.............. 5.00 
300 1.50 Life insurance on maker at 25 cents per $50....... 2.50 
250 1.25 
200 1.00 $28.10 
150 75 
100 .50 
50 .50 
Total inter- 
$14.00 
10 notes at 
$.87each 8.70 
GROSS INCOME 
OVER NOTE 


On the other hand, the cost of a note 
can be brought too low by neglecting 
some of the essential records. For ex- 
ample, note costs can be reduced by 
dispensing entirely with a liability 
ledger. But this procedure is at the ex- 
pense of important information. A 
lending officer needs some central place 
in which every individual borrower’s 
obligations, both direct and indirect, 
are readily available. It does not pay to 
reduce costs at the expense of records. 

There are two ways in which these 
note costs can be recovered and small 
loans made profitable. One is by a spe- 
cific charge in addition to interest and 
one is by installing a personal loan de- 
partment. The method best adapted to 
the individual requirements will depend 
upon the surrounding conditions. If the 
specific charge method is used it must 
be applied not only to the original note 
but also to each renewal. 

As an example, compare two loans 
for $500, one in a personal loan depart- 
ment and one on a straight interest 
basis but renewed with a 10 per cent 
reduction in principal every month. As 
shown in the table at the top of thispage, 
the total gross interest received in the 
latter case would be $14 if there was a 
50-cent minimum interest regulation 
in effect. Presuming the physical cost 
of the 10 notes to be $.87 apiece, the 
total note cost would be $8.70, leaving a 
gross income over the note costs of 
$5.30. If a $1 charge were made in addi- 
tion to interest on all loans of $500 or 
under, the gross income would be in- 
creased to $23.50. 
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This same note handled in a personal 
loan department would produce a gross 
interest revenue of $25.00 and a net in- 
terest revenue after note costs of $20.60. 
This income is exclusive of investigation 
or other fees received. 

Including the investigation and in- 
surance fees the bank would receive 
$32.50 gross in the personal loan depart- 
ment as against $14.00 gross on the re- 
ducing balance method without service 
charge. The latter method actually 
results in a loss to the bank when the 
lending officer’s time and credit in- 
vestigation costs are considered. 

The cost of recording personal loan 
repayments is only about half of the 
note cost. This is because the personal 
loan repayments do not require an entry 
to be made in the liability ledger each 
time. Nor are the note notices or the 
tickler files required as is the case with 
the renewed notes. 

In the recapitulation of income in 
this particular personal loan depart- 
ment, it will be noted that a charge of 
$.50 per $50 is made for investiga- 
tion fee. Another charge of $.25 per 


$50 is made on unsecured notes for jn. 
surance on the life of the maker. This 
latter amount would be increased if the 
note ran for a period longer than a year, 
All the charges including interest are col. 
lected at the time the loan is made. 

Investigation fees and other charges 
vary with different banks. Some banks 
make no investigation charge whatso- 
ever. Other banks charge a flat amount, 
say $3, for investigation fee on any per- 
sonal loan regardless of size. Again 
others charge $1 per $50 but refund $.50 
per $50 if all payments are made 
on time. 

Insurance on the life of the maker 
enables him to say to his comakers that 
the insurance will liquidate any unpaid 
balance if he dies before the loan is paid 
in full. Many banks actually carry this 
insurance with an insurance company. 
In such cases the borrower pays much 
more than 25 cents per $50. 

In the operation of a personal loan 
department certain forms are necessary. 
None of them are elaborate or expen- 
sive. The most important form is the 
application, which will vary according 
to the requirements of each individual 
bank. Certain fundamentals, however, 
must be followed. These fundamentals 
are that both maker and comakers 
should give full financial information 
about themselves, such as amount of 
income, where they are employed, how 
long they have been employed, whether 
they own or rent their own homes, 
what rent or monthly payments they 
make in lieu of rent, how much they 
owe, from whom have they bought on 
credit in the past, their banking connec- 
tions, whether there are any legal pro- 
ceedings pending against them, the 
amount of life insurance they carry, 
etc. In addition, the applicant should 
give a complete statement of the pur- 
pose of the loan. Other forms required 
are the Note, Check, Verification of Co- 
makers’ Signatures, Past Due Notices, 
Repayment Pass Books, Ledger Card 
and Special Deposit Ticket. The re- 
payment pass book is printed on a 
cardboard (CoNTINUED ON PAGE 74) 


Analysis of Local Loan Lines with No Other Account 


in the Bank 

Total local loans..... 719 2,024 1,220 463 502 714 
Non-depositor loans.. 395 881 687 278 188 346 
Percent tototalloans. 54.94% 43.52% 56.31% 60.04% 37.43% 48.47% 
Non-depositor secured 

Ren are 67 381 607 191 , 75 123 
Non-depositor unse- 

cured loans....... 328 500 80 87 113 223 


cosT.....$ 5.30 
bee 
ing 
ant 
un 
eve 
in 
ne 
un 
its 
ing 
tie 
th 
fin 
ad 
tic 
ba 
dis 
th 
TI 
se 
a 
pa 
cle 
0 
U 
ca 
b 
st 
si 
F 
m 
iT) 
BANKING 


E organization and fields of 
activity of the central banks in 
capitalistic countries have often 

been described, and their role in assist- 
ing governments, financing industry 
and floating bond issues is thoroughly 
understood. Not so well known, how- 
ever, is the role of the government banks 
in a socialistic country, for there has 
never been an example to point to, 
until the Soviet Government extended 
its power over the banks after socializ- 
ing industry and other economic activi- 
ties, and made the banking institutions 
that it set up its aids in carrying out the 
financial and fiscal policies which it had 
adopted. 

A general description of the organiza- 
tion and functions of the Soviet central 
banks—for there are several, each with 
distinct fields of action—was given in 
the November 1934 issue of BANKING. 
This discussion will therefore concern it- 
self with recent activities of these banks, 
and a more detailed presentation of their 
part in the execution of economic poli- 
cies of the Soviet Government as dem- 
onstrated during recent months. 

January 1935 marked a distinct 
stage in the recent history of the 
U.S.S.R., in that the system of ration 
cards by which the population was sup- 
plied with bread at prices within the 
budget of the workers was abolished. 
Free domestic trade in bread and bread- 
stufis was permitted for the first time 
since 1928, the beginning of the first 
Five Year Plan of industrial develop- 
ment. All preparations possible were 
made by the government to bring about 
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Communist Banks 


The head of the 
Soviet Government, 
Josef V. Stalin 


sovroTo 


this decisive change without friction, 
delay in the delivery of supplies or fail- 
ure of retail distribution. The public 
was educated for months to the idea 
that, while bread would now cost con- 
siderably more than had the limited 
quantities that their ration cards en- 
titled them to, the amount of bread 
that an individual or family could pur- 
chase would be fixed only by the pro- 
portion of the income or wages that it 
was desired to devote to this primary 
necessity. The point was stressed that 
whereas hitherto a worker’s card was 
only good at a particular shop, con- 
nected with the factory in which he 
worked, he could now buy anywhere, in 
any cooperative, government or special 
bread shop, and get his bread fresh 
several times a day. 

It is the claim of the Soviet press 
that the people very quickly adapted 
themselves to the new situation, al- 
though critics pointed out that no 
longer was the average worker able to 
accumulate a surplus at low prices and 
exchange it in the open market for 
goods that he could not afford to buy 
for cash. The new prices on bread auto- 
matically prevented him from spending 
on that commodity more than he needed 
to feed himself and his family, leaving 
him nothing with which to buy the 
articles he formerly obtained by barter. 
Since the Soviet population is by now 
accustomed to accept the rulings of the 
government without active resistance, 
it may be assumed that they have done 
so in this instance also. 

There is no doubt that the worker 


has been aided to some extent by the 
increase of wages, averaging 10 per 
cent, which was decreed by the govern- 
ment simultaneously with the abolition 
of the ration cards; and he has been as- 
sisted even more by a continuous re- 
duction in prices for other foodstuffs, 
which began actually in 1934, and has 
been continued since then. This reduc- 
tion was partly due to deliberate action 
on the part of the government, which 
fixes the prices for goods sold in the 
state and cooperative stores, and partly 
to the drop in prices in the free peasant 
market, where the exorbitant rates that 
have prevailed for several years could 
no longer be maintained in the face of 
cheap bread, an ample supply of which 
enables the worker to dispense with 
other vegetable products, such as po- 
tatoes, and even meat and fish. 

The function of the Soviet banks in 
executing this new government policy 
consisted first in financing the new 
construction of shops, bakeries and 
other parts of the mechanism needed 
for making and distributing the in- 
creased supplies of bread to the hungry 
population. The federal budget and the 
budgets of the constituent republics for 
1935 all made generous provision for 
building in this field; and, as usual, the 
funds were advanced, checked .and 
generally managed by the banks, in 
this case the cooperative and the sav- 
ings bank chains. The detail of the 
work thus laid on these banks can be 
imagined when it is realized that the 
funds were first transferred to the banks 
subject to the order of the local “execu- 
tive committees”, the political units 
through which the commands and deci- 
sions of the federal government are 
transmitted to the local communities 
all over the country. From these com- 
mittees the funds went further to fi- 
nance actual building, to provide work- 
ing capital, to pay for transportation 
of machinery and supplies for the bake- 
shops and the “bread factories”’ (large 
mechanical bakeries), and for the sal- 
aries and other expenses of the workers 
baking and selling bread. 
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Besides the state and cooperative 
shops, there were thousands of ORS, 
as the special agencies supplying the 
workers in some particular industrial 
enterprise are called, and tens of thou- 
sands of booths where nothing but 
bread was handled. All these minutiae 
had to be handled by the executive 
committees; and back of them stood the 
banks, responsible for the prompt ad- 
vancement of funds and also for the 
actual expenditures, which must tally 
with the estimates previously submit- 
ted. This work requires the closest at- 
tention of the local branch of the bank 
to the progress of the bread selling 
campaign, from delivery of the flour to 
sale of bread over the counter. Prices 
of materials, prices of labor, rent and 
other expenses of doing business, and 
finally retail selling prices, all had to be 
watched to make sure that no change 
from the norms and standards laid 
down by the government was made at 
any stage. 

The whole undertaking assigned to 
the cooperative banks was so enormous 
that it was not surprising that some 
friction developed, and delays arose in 
starting the required machinery. Build- 
ing of the necessary new shops or ex- 
tension of old ones brought particular 
troubles, for Soviet construction has 
always been subject to difficulties— 
shortage of material, inefficient work, 
“padding” of payroll and material 
accounts, and other evils that cause the 
Soviet press to call it the most backward 
industry in the Union. But now the 
banks and the government have trained 
an army of inspectors, checkers and 
other supervisory agents, who are con- 
stantly ferreting out errors, deliberate 
or accidental, in the handling of govern- 
ment funds, and calling them to the 
attention of the authorities—sometimes 
in the press, sometimes behind closed 
doors. As their work becomes more 
thorough and efficient, the control of 
the banks is strengthened, and losses 
of money and delays in completing 
construction are reduced. 

The abolition of bread cards has 
brought the State Bank, with its many 
branches, into the picture, its opera- 
tions supplementing those of the coop- 
erative banks, particularly in those 
places where no branch of the latter 
exists. And it has placed a new and 
special responsibility on the savings 
banks, which are assigned a role in 
what is termed “the strengthening of 
the ruble”’. 

This phrase refers to the increase of 
the purchasing power of the paper 
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rubles. They are the token money, of 
no value outside of the Union, with 
which wages are paid, 2"! calculations of 
production, sales, etc., within the Soviet 
network of production and distribution 
units are settled, and the trade of the 
country, both wholesale and retail, is 
carried on. It is the only ruble known 
to the population, which does not come 
in contact with the “foreign trade” or 
gold ruble, which, while non-existent 
in fact, is nevertheless used in all cal- 
culations involving foreign trade, the 
sale of Soviet bonds abroad, and other 
transactions where a Soviet value must 
be given to correspond to a foreign 
value. Thus, the bonds sold in New 
York, Prague and elsewhere are ex- 
pressed in gold rubles, an equivalent for 
which in dollars, pounds, francs and 
other foreign currencies is arbitrarily 
fixed daily in Moscow, on the basis 
of the theoretical value of the fine gold 
in the gold ruble. 

During the second Five Year Plan 
the Soviet Government has set as one 
of its objectives the increase of the buy- 
ing power of the paper ruble by 35 per 
cent, comparing the figure set for 1937 
with the actual figure in 1932. For this 
purpose it is proposed gradually to re- 
duce prices on all commodities “of 
broad utilization ”’, or general consump- 
tion. The abolition of the bread cards 
was the first step in the process. While 
the price of bread rose above the lowest 
rationed price, it was fixed well below 
the unrationed price; and it was ex- 
pected that prices for other unrationed 
goods, particularly those sold in the 


“free”? peasant market, would be low. 
ered as a result. That this desired effect 
has been achieved has been frequently 
reported in the Soviet press. Reductions 
as high as 60 per cent have been noted 
as of last April, and later reports show 
the process continuing. 

In this field the savings banks are 
called upon for increased activity in 
providing depositaries where the worker 
may leave his money in safety instead 
of immediately spending it for commod- 
ities. The idea is that when high prices 
prevailed there was pressure to convert 
cash into goods, lest prices should rise 
still higher. Now, however, when the 
tendency of prices is downward the 
worker will bank his cash and draw 
on it only when necessary, secure in the 
thought that it will never buy less than 
when he received it and may buy more. 
The shortage of goods of all kinds that 
has prevailed since 1928 was another 
incentive to buy; as the supply of goods 
increases, this pressure will also be re- 
moved. As to this point, it may be said 
that while there are increased quanti- 
ties of some goods now available on 
the Soviet city markets, there is still a 
dearth of most consumption goods, even 
of the simplest and most necessary 
types, while the supply of what an 
American would call up-to-date or 
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Some younger Communists in Russia 

have a bent for banking. These are the 

officers of one of the many branch banks 
in the Soviet Union 
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CASH 
“January 1935 marked a distinct stage 
in the history of the U.S.S.R., in that 
the system of ration cards by which the 
pulation was supplied with bread at 
prices within the budget of the workers 
was abolished.”’ The banks aided in this 
change. At right, a Soviet store, cash 
register and abacus side by side 


modern and inexpensive goods simply 
does not yet exist. 

To take care of the expected flood of 
savings, the savings banks are urged to 
increase their service to the depositor by 
improving their organization, endeavor- 
ing to attract the funds of the workers, 
and generally fulfilling all the functions 
for which they were created. Sales of 
government bonds are to be handled 
expeditiously, payment of interest and 
prizes is to be made promptly; and the 
work in the villages, where these banks 
are still weak, is to be pushed in order 
to overcome the distrust of the canny 
Russian peasant, who has been mulcted 
by the government too often and seen 
his paper money turn into worthless 
rubbish too many times to have over- 
much confidence even in government 
banks. 

Of the two types of savings banks, the 
“closed”’—serving only the workers of 
a particular factory or plant—has 
proved less successful than the “open”’, 
which welcomed all comers. Perhaps 
the monopolistic position of the former 
lec to bureaucratic arrogance, which has 
often proved as much an evil in Soviet 
Russia as it did in Tsarist Muscovy. 
The collectives in the villages are re- 
garded as a particularly fertile field for 
the work of the savings banks; as these 
so often borrow from the banks for 
their construction needs, it is natural 
that their members’ funds, or the funds 
of the collectives themselves, should be 
deposited in those banks. 

Part of the weakness of the savings 
banks is considered to be the absence 
of large numbers of trained, energetic 
men and women, familiar with the 
work and interested in pushing it. 
They cannot be developed overnight, 
and untrained, slovenly workers do 
more harm than good. As in most 
branches, if not all, of Soviet economy, 
training is needed sadly, and superficial 
educational methods, such as have been 
adopted hitherto in the haste to turn 
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out mere numbers of “graduates” of 
some institution, have proved illusory 
and ineffective. Here, too, time will be 
needed to build up a force of workers, 
to whom the important work of garner- 
ing the surplus funds of the workers and 
peasants, for use by the government 
in such ways as it may elect, may be 
intrusted with confidence. 

It is interesting to note that in con- 
nection with the advance in “open” 
prices above the level of the rationed 
prices, the State Bank found itself the 
possessor, through its branches and 
central offices, of such huge quantities 
of grain, flour and other similar prod- 
ucts, against which it had advanced 
credits or for which it was a depositary, 
that it could increase its assets by 
2,300,000,000 paper rubles, represent- 
ing the difference between the values 
at which the goods had been carried 
on the books before and those at which 
the goods could now be rated, on the 
basis of the price increases decreed by 
the government. In this move it did 
merely what any good business would 
do on a rising market in a capitalistic 
country. Presumably when the price 
reductions promised by the government 
go into effect, this profit will be sim- 
ilarly charged off as a loss; but no out- 
sider should speculate about the mys- 
teries of Soviet bookkeeping, which 
foreign accountants have in vain tried 
to fathom. 

Since all matters in the Soviet Union 
are regulated by a plan, it is natural 
that the savings banks should also have 
their own program, of which a few 
details may be of interest. The services 
to the holders of government bonds, 
estimated to number 45,000 persons, 
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form the first item. As remarked above, 
interest must be paid and prizes dis- 
tributed promptly. The domestic na- 
tional debt, standing on January 1, 
1935, at 11,622,000,000 paper rubles, 
an increase of over three billion rubles 
from the figure a year before, is to be 
further increased in 1935 by some 
3,500,000,000 rubles, represented by 
the bonds of the “Third Year of the 
Second Five Year Plan”. These were 
offered for subscription on May 4, 1935, 
and it is a tribute to the efficiency of 
the savings banks that they were over- 
subscribed, to the tune of 3,603,295,000 
rubles, within ten days. 

It was emphasized in the offering of 
these bonds that subscription was to 
be wholly voluntary, but undoubtedly 
the usual Soviet tactics of mass sub- 
scription, where the individual merely 
accepts the share of the burden allotted 
to him, were used with the industrial 
workers, and probably to some extent 
with the collective peasants, who are 
now regimented to a degree very differ- 
ent from that of the early days. 

Further duties of the banks include 
an energetic effort to increase the size of 
the average deposit by 10 per cent, to 
add at least 3,000,000 depositors to the 
list, and to increase total deposits to 
2,000,000,000 rubles, the figure for 
January 1, 1933, standing at 1,411,- 
600,000. More loans to depositors, bet- 
ter publicity and follow-up work, and 
a definite plan for the work in each 
district are also called for. It has been 
recommended that the government 
watch the work of these banks carefully 
and single out the methods used by the 
most successful, publicizing them for 
the benefit of all the banks. 
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Bank Accrual Accounting 


crual accounting over the “cash” 

method is that it records the 
bank’s income as it is earned and its ex- 
penses as they accrue, thereby reflecting 
the true earning position of the bank. 
It provides a basis for accurate com- 
parisons of income and expenses which 
cannot be had under the ‘‘ cash” method. 
Any change in the bank’s earning power 
which might be brought about either by 
a fluctuation in earned income or ac- 
crued expense is immediately reflected 
in the earnings statement. This provides 
the management with current informa- 
tion which is invaluable in controlling 
an institution’s net earnings. 

In addition to recording a bank’s 
earnings as they accrue, the proper ac- 
crual system is also the means of a per- 
fect audit of income and expenses. 

It is the purpose of this article to 
outline a simple system of accruals 
which may easily be installed by a 
bank’s personnel. 


A important advantage of bank ac- 


INCOME FROM SECURITIES 


SET up an accrual ledger in which all 
securities are to be listed according to 
the various coupon dates. Figure the ac- 
crued interest, to the date of placing the 
books on an accural basis, on the securi- 
ties listed on each sheet, entering this 
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amount in the Interest Paid and Ac- 
crued column and place the date in the 
column immediately to the left. By to- 
taling these amounts of accrued interest 
on all the sheets, the accrued interest to 
the date of changing to an accrual basis 
on all securities will be found. This 
amount should be set up as an asset in 
the general ledger in an account entitled 
Interest Accrued on Securities and the 
credit placed to the income account, 
Interest on Securities. If any part of 
this interest has accrued during previous 
earning periods, that amount should 
be credited to the Undivided Profits 
account instead of the current Interest 
account. 

The daily earnings on all the securi- 
ties listed on each sheet should be set 
down in the proper column. A control 
should be carried covering the total 
of these daily earning figures. Each day 
one day’s earnings are to be charged in 
the general ledger to the Interest Ac- 
crued on Securities account and credited 
to Interest on Securities. As this interest 
is collected it is to be credited to Inter- 
est Accrued on Securities in the general 
ledger and posted in the accrual ledger 
on the proper sheet in the Interest Col- 
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Interest 
Accrued on 
Securities. 
In all these 
charts the 
underlined 
figures 
appear in 
the ledger 
in red 


lected column. As all the coupons are 
collected for each interest period the 
columns Interest Paid and Accrued 
and Interest Collected will balance 
and are ruled, which is evidence that 
all the interest due has been collected 
and eliminated from the Interest Ac- 
crued on Securities account in the gen- 
eral ledger. 

As securities are purchased they are 
to be listed in the accrual ledger ac- 
cording to their coupon dates. The 
accrued interest paid should be listed 
in the Interest Paid and Accrued col- 
umn. (The entry in the general ledger 
for the accrued interest paid will be a 
charge to the Interest Accrued on Se- 
curities account.) The “daily earnings” 
are increased by one day’s earnings on 
the securities purchased. In the illus- 
tration on page 32, it will be noticed 
that on October 14, 1934, there was a 
purchase of 20,000 City of Baltimore 
4’s of 1940, on whlch one day’s earnings 
amounted to $2.22. The accrued inter- 
est paid was $28.89. On November 15, 
1934, there was a purchase of 5,000 
City of Buffalo 41%4’s of 1937, on which 
the accrued interest paid was $25.97. 
This addition increased the “daily 
earnings” on the securities carrying 
coupons due April and October 1 to 
$2.81. 

As securities are sold the accrued in- 
terest received should be listed in the 
Interest Collected column. (The entry 
on the general ledger for the accrued 
interest received will be a credit to the 
Interest Accrued on Securities account.) 
The accrued interest collected on the 
sale illustrated amounted to $291.11. 
The “daily earnings” are then reduced 
by one day’s earnings on the securities 
sold. Sales should be entered in red ink 
to distinguish them from purchases. 

The figures appearing in the Number 
Days column represent the number of 
days each respective daily earning figure 
is effective. The multiplication of the 
daily earning figures by the number of 
days opposite them will give the amount 
of interest accrued and set up in the 
Interest Accrued on Securities account. 
In the illustration this amounted to 
$602.38. On the coupon paying date, 
by adding this figure to the accrued 
interest paid (CONTINUED ON PAGE 86) 
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Candidates 


By J. STANLEY BROWN 


Personnel Director, Chemical Bank & 
Trust Company, New York 


O the desk of the personnel officer 

in a large metropolitan bank comes 

a huge correspondence from bank- 
ing institutions that want help on prob- 
lems identified with the employer-em- 
ployee relationship. These letters cover 
a wide range of questions; but they 
have in common a desire to handle 
personnel affairs intelligently. 

Banks devote a great deal of thought 
and time, as well as considerable money, 
to the promulgation of personnel train- 
ing programs. Praiseworthy and suc- 
cessful systems have been evolved for 
fitting the employee into his proper 
niche, for assuring regular promotion, 
for insuring him, and for his education. 

There is, unfortunately, a strong 
temptation, if not a tendency, to meas- 
ure the success of a training program 
by its ability to turn out men for the 
new business department. It would 
appear, however, that the best plan— 
best for both the institution and the 
employee—is the one that seeks to 
develop operating personnel into future 
executive material. 

There are three basic elements of 
formal training: first, a program; sec- 
cond, a leader or group of leaders to do 
the work; third, the human material 
with which the work is done. When a 
program fails it is because of faults 
in one or all of these factors. 

So far as the first element, the pro- 
gram, is concerned, we shall sooner 
achieve results if we distinguish between 
two fundamentals—primary training 
for new business development, and 
training in operations with only inci- 
dental emphasis on new business. It is 
well enough to teach employees to 
recognize and grasp opportunities for 
getting customers; but isn’t it short 
sighted to ignore the fellow who holds 
the business you already have? After 
all, the operating man who, by pains- 
taking attention to duty, makes big 
accounts out of little ones, is tilling a 
more fertile field than any new business 
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for Management 


LAY out a personnel program with proper emphasis on work 
well done. Choose a leader with the courage of his conyic. 
tions and authority to act upon them. Staff your bank with 
young folks who really want to become bankers. Mix these 
ingredients, and your program will succeed. Of course you 
will fret about eventual over-production of presidential and 
vice-presidential material, but your worry will be ill-advised. 
Human nature just isn’t geared to over-production of 
that sort.—The Author 


operative on the staff. In any given 
year, in any bank, anywhere, protection 
of accounts already on the ledgers is 
what pays the dividends. 

Of course, every senior banker recog- 
nizes this. But training programs for 
operating men break down and are 
thrown into the discard because the 
man in the ranks does not believe that 
the senior executives do recognize it. 
The operating man is too often taken 
for granted—unless something goes 
wrong—and he concludes that the new 
business man has a strangle-hold on 
whatever opportunities the institution 
has to offer. 

Men do not work for money alone. 
This is an old and perhaps stilted phrase, 
but it is tried and true, like the operat- 
ing man himself. Men, especially young 
men, work with an eye on the future; 
they work for the regard of their as- 
sociates. They particularly need ap- 
probation for work well done. Per con- 
tra, they resent the overlooking of even 
slight achievements, chafe under the 
assumption that men are simply ma- 
chines for turning out certain products. 
Even a machine needs oiling occasion- 
ally. 

Since a man rates his progress by the 
reactions of his superiors as well as by 
the size of his pay envelop, it will not do 
to ignore good work. Thus a training 
program requires an executive big 
enough to pry into small places without 
loss of caste, human enough to under- 
stand the human need for recognition, 
and courageous enough to reward merit 
wherever it may appear. 

So much for the first and second ele- 
ments of the training program. The 
third, human material, is at once the 
most easily obtained and with the most 


difficulty retained. The seeming para- 
dox is dissolved by the fact that Oscar 
Periwinkle may be red-hot training ma- 
terial today, and tomorrow, a listless, 
disillusioned candidate for the pink slip. 

The change in Oscar may be due to 
faulty leadership. Perhaps the wrong 
man was charged with his development. 
Perhaps the program has stressed new 
business, whereas Oscar’s aims lay 
elsewhere. More probably the fault 
lies with the man who first hired him 
on the assumption that any good-look- 
ing college graduate is qualified to work 
in a bank. Nothing, of course, could be 
further from the truth. 

The truth is that too many young- 
sters are allowed to “start at the bot- 
tom of the ladder”, under serious delu- 
sions as to the length of the ladder and 
the distance between rungs. Our human 
material frequently disappoints us be- 
cause so many of our youngsters enter 
banking for the sole purpose of getting 
rich quickly; they are naively unac- 
quainted with the fact that there is not 
the slightest chance of doing so. 

Modern banking is as much a profes- 
sion as a business. The years of prepa- 
ration, disheartening delay of recogni- 
tion, are just as many for the banker as 
for the doctor, the lawyer, the engineer. 
If the young man rejects the law or 
medicine because of the years of semi- 
starvation that must follow the display 
of his shingle, so—and for the same 
reason—should he reject banking. 

Personnel officers will be accused of 
disloyalty to banking if they insist on 
explaining this situation frankly and 
completely. But the result of such frank- 
ness will be less disillusionment and a 
reduction in the heavy mortality inc- 
dent to the blasting of false hopes. 
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By GILBERT T. STEPHENSON 


A Trust Code 
Would Be Useful Now 


formulate a code of ethics? Sooner 

or later every vocation on its way 
to the attainment of a professional 
status reaches the point at which its 
devotees undertake to formulate their 
generally accepted ethical standards 
into a code of ethics. The question is: 
Has the vocation of trust service reached 
that point? 

Professor Emil Lorch of the Univer- 
sity of Michigan has said the following 
about the evolution of a profession (An- 
nals of the American Academy of Po- 
litical and Social Science, May 1922, 
Vol. CI, No. 190, p. 114): “As a people 
projects its conception of behavior in 
the form of law, so a profession when 
it becomes conscious of its obligations 
formulates certain regulations for its 
followers.” Are trust men as a group yet 
conscious of their obligations? 

The very fact that during the past 
few years 27 local and state trust 
associations have formulated state- 
ments of principles for the guidance of 
their respective memberships and that 
the Trust Division of the American 
Bankers Association in 1933, before the 
formulation of the codes of fair prac- 
tices under the N.R.A., adopted the 
Statement of Principles for Trust Insti- 
tutions, is proof positive that trust 
men are keenly conscious of the obliga- 
tions of their institutions. If they are, 
it goes without saying that they are 
fully as conscious of their own obliga- 
tions as individuals. 

Trust men, then, have reached the 
point where they are asking, whether 
there are any real differences between 
the obligations of a trust institution and 
the obligations of a trust man connected 
with an institution, and, if so, what are 
they? So apparently we have reached 
the point at which the formulation of a 
code of ethics for trust men is an ap- 
propriate undertaking. 

The benefits that may be expected to 
accrue from the formulation and adop- 
tion of a code of ethics for trust men 
may be grouped under three heads: 


G format trust men begin now to 
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TRUST men attending the Annual Con- 
vention of the Association doubtless 
will hear a great deal of the thought- 
provoking suggestion made here and in 
the previous article by Mr. Stephenson 
which appeared in BANKING for Septem- 
ber. The respect accorded A Statement 
of Principles of Trust Institutions gives 
impetus to the idea of a further codi- 
fication of the great underlying prin- 
ciples of trusteeship 


(1) benefits to trust men themselves in 
their various relationships, (2) benefits 
to young men and women entering the 
trust field, and (3) benefits to the gen- 
eral public. 

Let us assume that a code of ethics 
for trust men would impose no obliga- 
tions that were not already generally 
accepted by trust men; and, as a matter 
of fact, the obligations would not be 
respected if they were not generally 
accepted. Further, let us assume that 
every trust man already fully under- 
stands all the obligations both of himself 
and of his institution. Even then he 
would find a code of ethics helpful to 
him in his dealings with various people 
as they come to him in the course of his 
day’s work—for instance, in his dealings 
with prospective trust customers, with 
settlers and beneficiaries, with lawyers, 
with government representatives, with 
newspaper men, and the like. If he had 
a code, when a question arose that was 
really a matter of ethics, he would find 
it helpful to be able to cite the canon 
of ethics of his profession on that point; 
even as now when a question of princi- 
ple arises in trust administration he is 
able to cite the section of the Statement 
of Principles. 

A code of ethics should prove to be 
especially helpful to young persons 
planning to enter or having only re- 
cently entered the trust field—that is, 
to students, to employees of trust de- 
partments, even to junior officers. 
Such trust-men-to-be often do not know 
—they have had little or no opportunity 
to learn—the ethical obligations of a 
trust man, any more than they knew 


before the Statement of Principles was 
adopted the basic principles of trust 
institutions. Furthermore, if there were 
a code of ethics that code, together with 
the Statement of Principles, would be 
helpful to a young person in deciding 
whether or not he would like to be a 
trust man. After he has entered the 
trust field, a code would be helpful in 
steering him into the right channel, 
certainly until he had become imbued 
with the spirit of trust service and had 
acquired a knowledge of the basic prin- 
ciples of trust business. Anyone who 
has been in the trust field any length of 
time and has studied the cases in which 
trust men or their institutions have 
been subjected to criticism must be con- 
vinced that in most cases of criticism 
the fault lay, not in moral turpitude, but 
in ignorance of fundamental principles 
and disregard of accepted standards. 
With the Statement of Principles now a 
subject of study in the American Insti- 
tute of Banking courses in trust busi- 
ness, there is no longer any excuse for a 
young person not to understand the 
basic principles of the trust business. 
With a code of ethics formally pro- 
mulgated and also made a subject of 
formal study, there would be no reason 
for a young person’s not understanding 
the ethical standards of trust men. 

After all, the ultimate purpose of a 
code of ethics for trust men is the bene- 
fit it will be to the general public. Its 
benefits to trust men and to students 
of trust business are only a means to an 
end—the end being improved service 
to trust customers, whether those cus- 
tomers be individual, corporate or com- 
munity. 

A code of ethicse would serve to let 
the world know what to expect of its 
trust men. Should a question arise as to 
whether a trust man should do or should 
refrain from doing a certain thing, a 
canon of ethics on the point would serve 
as a standard of conduct. 

A code of ethics would also serve to 
elevate the conduct of trust men gen- 
erally. When a trust man had before 


35 


him a formal statement of his distinc- 
tive obligations—obligations that trust 
men generally had subscribed to—and 
knew that this statement had been 
announced to the world as the accepted 
obligations of trust men, he would be 
confirmed and supported in his determi- 
nation to live up to the requirements of 
that code. 

A self-respecting trust man would be 
more sensitive and responsive, if that 
were possible, to the requirements of 
his code than he would be to the require- 
ments of the law. That is to say, he 
would as soon be prosecuted criminally 
for a violation of some statute as to be 
subjected to censure or suspension or 
disbarment by his trust association. 
This sensitiveness and responsiveness 
of the trust man to the requirements of 
his fraternity enures to the benefit of the 
general public. 

Grant that it is time now to begin to 
formulate a code of ethics. This does not 
mean that a code can or should be 
formulated overnight. Nor does it 
mean that the first code should be a 
final or complete one. 

A code should not contain a state- 
ment of any ethical obligation that is 
not already generally accepted by trust 
men. As Morris L. Cooke, consulting 


engineer of Philadelphia, said in Pro- 
fessional Engineer (November 1920, pp. 
7-8), “... these higher standards 
become the rules for conduct when 
through education they have become 
accepted as proper by a sufficiently large 
or influential element within the given 
constituency . . . the writing out of a 
code or set of rules is useful only in 
establishing good conduct when such 
injunctions are so phrased as to be 
accepted as reasonable by those whose 
conduct they are intended to regulate.” 

Starting with the statement of a few 
ethical obligations upon which all trust 
men are agreed, the organization of 
trust men should add to them from 
time to time as new obligations become 
generally accepted. Thus the code itself 
would become a dynamic and not a 
static document. 

When the American Bar Association 
set about to formulate the canons of 
ethics for lawyers, it named a commit- 
tee of 14 distinguished lawyers repre- 
senting those in active practice, on the 
bench and in the law schools—including 
such active practitioners as the late 
Alton B. Parker, such judges as the late 
Justice Brewer of the United States 
Supreme Court and such teachers as 
the late Dean Ezra R. Thayer of the 


Harvard Law School. Following a some. 
what similar plan, would it not be 
advisable for the Trust Division of the 
American Bankers Association to ap- 
point a committee of trust men, repre. 
senting different types of trust instity. 
tions—small, medium sized and large, 
rural, small-city and metropolitan— 
and different types of trust service— 
personal and corporate—and set this 
committee to the task of beginning to 
formulate a code of ethics for trust men 
—not within a given time, not neces- 
sarily designed to cover all the ethical 
obligations of trust men—but to formu- 
late as much of a code and to do so as 
fast as the consensus of opinion of trust 
men would permit? The very fact that 
such a code was in process of evolution 
would itself draw the attention of trust 
men generally to the ethical standards 
of their vocation, which in itself would 
have a salutary effect. 

Should trust men begin now to formu- 
late a code of ethics? Yes, and the 
sooner the better, for at best it should 
be a long time in the making. The 
process of making the code should be 
every whit as stimulating and helpful 
to trust men, young and old, and to the 
general public as the finished product 
itself would be. 


“*, . . during the past few years 27 local and state trust associations have formulated statements of 


principles for the guidance of their respective membership . . 


Women in Banking 


By SUSAN B. STURGIS 


President, Association of Bank Women, 
and Assistant Branch Manager, First 
National Bank of Boston 


cannot understand how women 

came to be in business until you 
know what the Victorian Age was all 
about. That age was more than an era 
of bustles, over-stuffed parlor furniture 
and bicycles built for two. It marked 
the first invasion of the business and in- 
dustrial world by machines—machines 
that with only a little help transmitted 
the human voice, recorded office corre- 
spondence neatly, and did a thousand 
and one other things, changing almost 
over night the established course of 
business procedure. The fact that these 
machines required human assistance 
created a new field of endeavor, and 
people had to be found who could per- 
form the functions necessary to the 
proper functioning of the new equip- 
ment. 

Labor saving machines found a ready 
place in industry and in the office, and 
as men thought they were already busy 
enough, women who wished to work 
filled the gap admirably. In fact, they so 
positively demonstrated their ability to 
fit into the business scene that today 
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an one has aptly said that you 


11,000,000 women in this country are 
employed in gainful occupations. 

Women came into banks during the 
World War when a scarcity of men ex- 
isted and when banking activity was in- 
creasing rapidly. Strangely enough, the 
men who gave women positions in their 
banks thought they were taking them 
temporarily—but, as has happened in 
other lines, the women had come to 
stay. What they have accomplished in 
the financial institutions of this country 
during a score of years is ample evidence 
that there is a definite place for them in 
the banking profession. They are now 
holding executive positions in banks 
from coast to coast—positions of re- 
sponsibility which bankers once thought 
could be filled only by men. 

Even back in 1922 there were enough 
women holding important executive 
and advisory positions in the nation’s 
banks to warrant the formation of the 
Association of Bank Women. Today 
there are more than 200 miembers of 
that association who are executives in 
national, state, industrial, savings and 
cooperative banks and trust companies. 
Through the A.B.W. these women in all 
parts of the country correspond, inter- 
change ideas, meet with women doing 
similar work. Although from the stand- 
point of age, the Association of Bank 
Women is young, it has a very real 
standing in the banking world. Its chief 
aim is to make its members better bank- 
ers—and it is doing so in no uncertain 
manner. 

The recent inauguration of the A.B.W. 
Exchange—a reference library with 
complete files of material pertaining to 
women’s work in banks, their ideas on 
business development, theories, educa- 
tional endeavors, and many other sub- 
jects—is of particular value to members 
of the association and to other bank 
officers. Through the exchange bank 
women have at their disposal, at a single 
source, a wealth of information, una- 
vailable elsewhere, covering a wide 
range of banking subjects. It enables 
them to acquaint the banking fraternity 
in general with what the A.B.W. is do- 
ing, thereby suggesting the possibilities 
and benefits of similar activities to in- 
stitutions not heretofore aware of them. 

Women executives in banks formerly 
specialized in serving women clients. 


Today many a bank woman handles 
general banking problems. The things 
she does are legion. Her desk often 
stands in the officers’ section of a bank, 
making her available to all depositors, 
and also a point of contact with all de- 
partments of the institution. In some 
cases she works with the personnel offi- 
cer having direct charge of women em- 
ployees. She cooperates with the new 
business department in obtaining new 
accounts and developing additional 
business from women customers. Often 
she can make a personal call on a woman 
whom a man would have difficulty in- 
terviewing. Good banking requires an 
informed client, and it is up to bank 
women to educate the women who do 
business with banks. 

Women have a bigger stake in this 
country than even they, themselves, 
realize. A recent survey by Women In- 
vestors in America, Inc., as reported by 
that organization’s national director, 
Miss Cathrine Curtis, in Nation’s Busi- 
ness for September, shows that women 
are beneficiaries of 80 per cent of the 
65,000,000 life insurance policies now 
outstanding, aggregating more than 
$100,000,000,000. The survey reveals 
that 65 per cent of savings accounts— 
totaling $14,242,800,000—are in wo- 
men’s names. They hold 48 per cent of 
the stock of all railroad corporations, in 
aggregate $4,800,000,000; 44 per cent of 
all outstanding public utility securities; 
and title to 40 per cent of all real estate. 

Yet many (CONTINUED ON PAGE 56) 


The Association of Bank Women holds 
its 13th annual convention in New Or- 
leans, November 10-13, with head- 
quarters at the Jung Hotel. The pro- 
gram, prepared under the direction of 
Miss Helen Knox, Chase National Bank, 
New York, provides an interesting se- 
quence of papers, discussions, round 
tables, social events and sight-seeing. 
Miss Marion L. Heffron, the Whitney 
National Bank of New Orleans, is gen- 
eral convention chairman. 

It is customary for the association to 
hold its yearly meeting coincident with 
the Annual Convention of the American 
Bankers Association in order that the 
bank women may have the privilege of 
attending sessions of both organiza- 
tions. 
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By KENNETH B. NORTON 


Architect, Manufacturers Trust Company 


struction loans, properly made, 

offer lending institutions un- 
usually attractive channels for income. 
But the strongest emphasis should be 
placed on the qualifying phrase in that 
statement. 

Everybody knows that during the 
last boom period real estate loans all tco 
frequently were not properly made. 
Perhaps it is fair to assert that unless 
definite precautions are taken there is 
danger that previous mistakes will be 
repeated. 

Hence it cannot be too emphati- 
cally reiterated that construction loans, 
whether under Government or private 
agencies, should be based on a sound 
technique that will assure security of 
principal and income. Projects under- 
taken must be economically and struc- 
turally sound. Banks cannot pass 
responsibility to the Government for 
the security of these credits. They do, 
it is true, receive some measure of 
Government protection, but the pri- 
mary responsibility is theirs. If they do 
not take adequate, essential precautions 
there is fresh trouble ahead. 

Readers of the articles on the di- 
rect relationship between construction 
standards and mortgage security, pub- 
lished in the August and September 
issues of BANKING, are familiar with 
one tried and tested procedure for 
administering a bank’s construction 
loan department. These articles af- 
firmed the simple truth that a mortgage 
was only as good as the quality and 
income-producing capacity of the prop- 
erty mortgaged; and several practical 
hints were offered as guideposts to 
current trends and practices in the best 
building construction. The discussions 
were based on the experience of this 
bank, whose lending program is working 
out successfully. 

Can any bank be certain that the 
building projects it finances meet with 
the specifications demanded by secu- 
rity? Can it be sure that it will make 
money on these loans? 

The answer to each question is a 
decided “Yes.” Sound construction, 
predicated on conservative values, of- 
fers an assurance of income which 


\’ the present time building con- 


Income from 


cannot be attained through a hap- 
hazard, careless and unintelligent policy 
of mortgage lending. At the risk of 
repeating what was stressed in the 
discussions mentioned above, the yard- 
stick for measuring the soundness of 
construction credit extends from the 
architect’s drafting board to the hum- 
blest nail in the roof. There is no secret 
to success in the placement of profitable 
construction loans. The formula is quite 
obvious, and as old as banking itself— 
quality plus conservative valuation 
equals security. 

The experience of our bank with 
loans made in accordance with this 
equation is confined to the metropolitan 
district of New York, but the principles 
we follow are, we believe, so funda- 
mental that they can be applied to any 
community, large or small. Reduced to 
their lowest terms, they find expression 
in two wofds: Common Sense. 

Before attempting to set down a few 
suggestions for the approach to this 
promising field of income expansion, 
it may be well to outline the approach 
we have made. We expect that rental 
values in the New York district will 
appreciate. For the past few years 
virtually little new building has been 
done. The demand for homes, of course, 
diminished with hard times as families 
“doubled up” or moved into simpler, 
less expensive quarters. However, peo- 
ple still marry and establish new 
households; hence the demand for 
housing has continued. 

Is there any reason to believe that, 
with the depression scars healing, this 
demand will not mushroom into a 
growth comparable to that of the post- 
World War period, when builders, con- 
tractors, laborers and material makers 
operated at full blast to meet the acute 
shortage? Even with the return of 
confidence thus far witnessed, the rush 
for small apartments has reduced 
vacancies in that class to around 3 per 
cent of available space, whereas in the 
larger units—five and six rooms—the 
vacancy is approximately 10 or 12 per 
cent. As general conditions improve, 
the man who has been cautiously cur- 
tailing his expenditure for rent, or who, 
by force of circumstances, has been 


living below his accustomed scale, will 
want more room; he will return to or 
even exceed his former standard. 

On many of our projects, therefore, 
we insist that the builder-borrower 
prepare for this expansion by con- 
structing larger apartments. We are 
certain that when the properties are 
ready for occupancy tenants will be 
waiting for them, provided high rents 
are not-necessitated by rising costs. At 
the present moment, let it be said, 
construction costs are favorable, and he 
who takes advantage of this situation 
will most likely profit thereby. A con- 
struction statistical report recently 
issued shows costs from 20 to 25 per 
cent lower than in the late ’20s. How- 
ever, as building is resumed this condi- 
tion may not be maintained. It is 
generally believed that labor, particu- 
larly, in the New York area, will assert 
itself and costs will rise accordingly. 

When considering the question of 
income from multiple dwelling con- 


A Bureau of Standards test of building 
material, in this case a partition 
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Sound Construction 


struction it is important to remember 
that the basis is a fair rental value per 
room. In the operations we have fi- 
nanced, one of our most exhaustive 
preliminary studies has been the collec- 
tion of complete rental values on all 
properties in the neighborhood, for after 
all none but the largest operations can 
raise appreciably the average values in 
the immediate section. We realize, of 
course, that with the improvements in 
planning and provisions for the most 
modern comforts and conveniences 
called for in our requirements, our 
buildings will command a premium. 
However, we discount this factor, as 
well as any allowance for general im- 
provement in rental conditions in 
estimating the building’s income. As an 
example, investigation made in a cer- 
tain section revealed that the immediate 
competition ranged from $15 to $16 a 
room in apartments from 7 to 10 years 
old, whereas in others of the same type 
that had been properly managed and 


Sound Construction 


“THERE are at the present time numer- 
dusbanks, trust companies, insurance com- 
panies, and building and loan associations 
actively engaged in making insured 
mortgages because of their desirability as 
a sound investment, offering a compara- 
tively high yield with perfect safety. 

From the standpoint of policy, the fact 
that a lending institution is investing 
the funds of its depositors and stock- 
holders in mortgages which carry this 
underlying security of Government-guar- 
anteed debentures, assures the depositors 
and stockholders that every precaution is 
being taken by the officers of the institu- 
tion for the protection of their investment. 

Another item of importance to the 
lending institution as well as the borrower 
is the careful painstaking inspection and 
appraisal made by the Federal Housing 
Administration insuring office. This, in 
addition to the bank's appraisal, is double 
assurance to the lender that its funds and 
credits are being advanced against eco- 
nomically sound propositions.”—From a 
recent bulletin issued by the Federal 
Housing Administration. 


November 1935 


maintained rentals were from $18 to 
$19 per room. We felt secure in esti- 
mating on new modern building at $18. 

Our experience with properties on 
which we have made construction loans 
has been most gratifying. In the above 
instance many of the apartments have 
leased at as high as $25 a room on a 
2-year lease. We have not, however, 
been carried away with the rosy prom- 
ises of substantial income during the 
first few years of a building’s life, for we 
realize that any tenant likes a fresh, 
new home. But in putting our values 
down to a competitive basis we have 
what seems to be a reasonable assurance 
that the incomes will not go below the 
figure set. Furthermore, we are confi- 
dent that they will continue to hold 
their occupancy; we have carefully 
studied trends in design and construc- 
tion and believe that our buildings will 
be classed as “modern” for some years 
to come. 

In addition to the conservative 
estimate we feel has been made, there is 
a further large margin of protection to 
the mortgagee in that in the above 
illustration all operating costs, including 
10 per cent for vacancies, taxes, interest 
and amortization charges will work out 
around $15.50 per room. In other words, 
the average rental value of the section 
and our building would have to drop 
roughly 20 per cent before our loan 
would be in jeopardy. Such a contin- 
gency, considering the conservative 
values used in determining the loan, 
hardly seems probable. 

Thus we have endeavored to make 
security of income the basic principle, 
and it would seem that our efforts are 
being recognized. The loans we extend 
are to be taken over, when the building 
is finished, on a permanent mortgage 
basis by such institutions as savings 
banks and insurance companies, each 
property carrying our statement that it 
embodies the high quality of construc- 
tion that good practice and judgment 
require. It is interesting to note that 
the permanent mortgagees are making 
loans on our buildings at higher values 
than they allow on structures not so 
protected. They rightly feel that the 
security of income enjoyed by the 


builder from his well made house has a 
direct, practical bearing on the risk. 

Naturally, the reputation and past 
performances of the applicant for a 
construction loan must be of the finest. 
His responsibility, background, and his 
willingness to conform to the sugges- 
tions and requirements given him by 
the bank’s building experts are other 
important considerations. 

An inspection is made of buildings 
previously constructed by the applicant 
and special consideration is given to 
finding faults, due to improper con- 
struction. If the building is managed 
by the applicant we are able to learn 
his ability to manage an operation 
properly. We likewise consult mort- 
gagees to determine how the applicant 
has carried out his obligation. Unless he 
measures up to the highest standard the 
application is declined. 

As additional measures of protection 
—all of which look toward security of 
income—we demand, as related pre- 
viously in this magazine, that a building 
be honestly constructed; and we utilize 
the facilities of the Mortgage Con- 
ference of New York, which studies 
probable trends of population and 
neighborhoods, for considering the eligi- 
bility of projects in sections where our 
borrowers plan to build. In short, 
everything possible is done to protect 
not only this bank’s investment but 
the investment of the owner and the 
permanent mortgagee. 

Building construction carries a heavy 
responsibility; it must have an eye on 
the future even more than on the 
present if the country is to escape a 
recurrence of the woes incident to the 
slipshod methods of the late ’20s. As 
was said at the beginning of this 
article, a large part of this responsi- 
bility rests on the lending institutions. 

If another real estate boom starts, 
banks will be under heavy pressure to 
make loans. Whether competition for 
new business and an appetite for in- 
come after a period of lean years will 
lead to troublesome over-expansion 
remains to be seen; but the possibility 
of such a situation, it would seem, will 
rather definitely exist. 

Without dis- (CoNTINUED ON PAGE 54) 
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WIDE WORLD 


WAR. The interaction of British, French 
and Italian relations, involving an ulti- 
mate decision on European war or 
peace, assumed greater importance than 
the Italian campaign in Ethiopia. 


Above, Sir Samuel Hoare, British For- 
eign Secretary, who has made forceful 
statementsof his government’s position 


SUPREME COURT. The Supreme Court 
consented to review two cases involving 
the fundamentals of the A.A.A. and 
T.V.A., the Hoosac Mills case and the 
Alabama Power Company case, respec- 
tively. Disputes over land condemnation 
for slum clearance and cotton control 
also appear on the Court’s agenda. 
Below, Chief Justice Hughes 


WIDE WORLD 


U. & U. 


STABILIZATION. Secretary Morgen- 
thau, after visiting French officials in 
Paris, said: ‘‘We are perfectly ready at 
any time to discuss stabilization, but 
believe me definitely, I haven’t been dis- 
cussing it officially during this trip.’’ 
His conversations, Mr. Morgenthau 
said, were “only friendly shop talk”’ 


CANADA. The Canadian Liberal party, 
headed by Mackenzie King, won a sweep- 
ing victory over the incumbent Con- 
servatives. Mr. King stated that the 
election was a ‘‘demand for a restora- 
tion of Canada in control over credit 
and currency issue. He emphasized that 
it showed dissatisfaction with the 
Ottawa trade agreements 


WIDE WORLD 


INTERNATIONAL 


COST OF LIVING. Secretary Wallace 
said an increase of a cent a loaf in 
bread prices was not justified by the 
rise in bakers’ costs. Henry Stude, 
president, American Bakers Associa- 
tion, said Mr. Wallace was trying to 
‘keep further consumer attacks off his 
doorstep”’ 


UNIONS. Delegates to the American 
Federation convention defeated by a 
large margin a proposal favoring organ- 
ization of workers in mass production 
industries on industrial rather than 
craft lines. John L. Lewis, president of 
the United Mine Workers, was a propo- 
nent of industrial unionism. Below, 

William Green, Federation president 
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The Condition of BUSINESS 


mistic forecasts for Fall and Winter, but the same 

cannot be said of the long term prospect. Uncertainty 
over the future of the budget and the size of the national 
deficit, together with a tendency toward unhealthy economic 
sectionalism, are obstacles in the way of rapid recovery. 

Users of bank credit show little disposition to look beyond 
the next few months and they avoid examining too closely 
the nature of our present progress. One thing seems increas- 
ingly plain—the revival of confidence experienced in the 
second and third quarters of the year has not yet spread in 
a normal way to the “little man”’, to the nation’s grocery 
stores, meat markets and small businesses generally. As far 
as this numerous and important class, together with the 
nillions of unemployed, are concerned, recovery is still a 
rumor. 

Almost all of the accepted indicators continue to point up- 
ward. The production of electrical power reached the highest 
point ever recorded, exceeding by a fraction of 1 per cent the 
previous peak of 1,860,021,000 kilowatt hours attained in the 
week before Christmas, 1929. Compared with the same pe- 
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riod last year power production is more than 12 per cent 
higher. 

Railroad freight carloadings have shown a substantial gain 
over a year ago although the percentage of increase is less 
than the estimated 20 per cent rise in volume of truck load- 
ings. This difference has been interpreted in some quarters 
as further proof that recovery thus far has been chiefly in 
consumers’ goods, rather than in durable goods which form 
the bulk of railroad freight shipments. 


The full list of favorable factors is a long 
one. It includes the greatly improved posi- 
tion of large corporations, the maintenance 
of wage rates prevailing May 27 when the N.R.A. ceased to 
exist, third quarter earnings reports of industrial concerns 
indicating a substantial improvement over a year ago and 
surpassing in most cases the second quarter reports, the 
persistent strength of the stock market with only minor set- 
backs, the tendency of foreign trade to hold its own for the 
time being, the volume and character of new capital flota- 
tions, the encouraging revival in the machine tool field, and 
renewed discussion of international currency stabilization. 

There is also adequate evidence available that the surge 
toward recovery is not confined to the United States and 
England but is worldwide, a fact that should go a long way 
toward dispelling anxiety over what is rather a formidable 
array of adverse factors. A few of these are: 

The Treasury deficit previously referred to, the failure of 
Governmental revenues to show the expected amount of 
increase, the certainty of devastating taxation if inflation or 
repudiation are to be avoided, the uncertain constitutional 
status of the A.A.A. and other agencies which have become 
tightly woven into the nation’s economic structure, the 
prospect of a disheartening exhibition of politics during the 
next 12 months, the fear of inflation in some quarters and in 
others a furtive, shortsighted hope that inflation will come, 
war troubles abroad, a grim realization that Government 
expenditures, in the form of relief and public works, are go- 
ing to be very hard to stop, and a nervous tendency of 
retail and wholesale prices to rise faster than purchasing 
power. 

Inflation? The answer to this question depends largely at 
present on two intangible factors, both of which indicate that 
there is no immediate danger either with reference to cur- 
rency or credit. First, the memory of 1929 and subsequent 
years is vivid enough to act as a powerful deterrent to the 
development of a reckless credit inflation; and, second, the 
confidence of Americans in their Government is still too 
strong to permit any currency inflation of the German post- 
war type. 

There are several other items that have a place in the 
business picture. One is the election this Fall. If the vote in- 
dicates a conservative turn, if it shows that the swing toward 
national socialism has spent itself, the event will have an 
immediate, extensive and revitalizing effect on business 
confidence, far transcending the Supreme Court decision of 
May 27. 


FAVORABLE 
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There is no doubt that the present position of the 
Federal Government, in observing a friendly atti- 
tude toward business, is having an excellent effect. A third 
matter, whose importance cannot be magnified, is the un- 
mistakable spread of tax fear and tax consciousness through- 
out the population. The prospect is that the squandering of 
public funds will be completely out of fashion long before the 
so-called emergency expenditures can be safely stopped. 
Finally there is the fact that recovery is taking place in spite 
of an overwhelming mass of uncertainty, a situation which 
might be taken to mean that the will to recover can no 
longer be denied. 

Regarding the extent of the public’s tax consciousness, 
the educational process is still far from complete. New Jersey, 
for example, was one of the states that had a small sales tax, 
the revenue from which was for the purpose of relief. House- 
wives and others set up a bitter chorus of complaint against 
the payment of extra pennies with their purchases. In the 
primary election last month a group of candidates pledged to 
repeal the sales tax but not pledged to find any substitute 
method of obtaining the money, won by a large majority. 
The prospect is now that there will be substitute taxes voted, 
and these will be concealed so that everyone will be satisfied. 


TAXES 


In line with the general financial 
trend, banks continue their piling up 
of deposits and their purchase of 
Government securities with little change in the loan situa- 
tion. In the four weeks ending October 9 reporting member 
banks in the Reserve System increased their demand de- 
posits, including Government deposits, from $16,111,000,000 
to $16,356,000,000 and time deposits from $4,386,000,000 to 
$4,451,000,000—totals from $20,497,000,000 to $20,807,- 
000,000 or by $310,000,000. 

Their loans and investments increased from $18,675,000,- 
000 to $19,043,000,000 or by $368,000,000. Loans increased 
by $43,000,000—less than the increase of $66,000,000 on 
securities and thus reflecting decreases in commercial credit 
outstanding. 

There was an increase of $309,000,000 in holdings of Gov- 
ernment securities, a decrease of $2,000,000 in holdings of 
securities guaranteed by the Government and an increase of 
$18,000,000 in other investments. These changes merely 
continue what has been going on for months and what will 
doubtless continue indefinitely. 

There is no longer any question that banks are lending 
money wherever lending is justified and where business 
requires credit. The loan situation continues to be char- 
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Bank debits by Reserve districts 


acterized by a lack of demand for commercial credit. There 
is improvement in real estate loans and prospect for some 
improvement in industrial loans if the anticipated expansion 
of activity in the heavy goods industries is realized. 

Total loans and investments of the weekly reporting mem- 
ber banks increased $429,000,000 between September 4 and 
October 9. All districts, except Cleveland and St. Louis, 
showed an expansion. Total holdings of loans on securities, 
real estate loans, and other securities decreased, while 
“other loans” and United States Government securities in- 
creased. The Chicago district reached a new high in direct 
United States securities expressed as a percentage of total 
loans and investments, the relative rising from 53.2 per cent 
to 53.3 per cent. The Cleveland district, which holds almost 
as many Government securities, showed a percentage ad- 
vance and equalled its former high of 51.8 per cent. Govern- 
ment holdings increased in every district except St. Louis 
and Dallas. The largest increases occurred in Boston, 
Philadelphia and San Francisco. 

Loans on securities as a percentage of total loans and 
investments contracted in every district with the exception 
of Richmond and St. Louis. The largest drops occurred in 
Boston, Philadelphia, Atlanta and Minneapolis. 

Relative to total loans and investments, obligations fully 
guaranteed by the United States Government increased in 
Philadelphia, Chicago, Kansas City, Dallas and San Fran- 
cisco. Contractions occurred in New York, Cleveland, Rich- 
mond, Atlanta, St. Louis and Minneapolis. Boston showed 
no change. 

Other securities as a total declined slightly; they expanded 
in Philadelphia, Cleveland, Atlanta, St. Louis and Dallas, 
but contracted in all other districts except Chicago, which 
remained unchanged. 

In relation to total loans and investments, other loans as 
a whole increased. Boston, Philadelphia, Cleveland and San 
Francisco recorded losses, but the other districts, with the 
exception of Richmond and Chicago, which remained un- 
changed, showed advances. 

Acceptances and commercial paper as a percentage of 
total loans and investments registered no change. Cleveland, 
however, recorded a sharp decrease, while St. Louis declined 
slightly. All of the districts increased a little, except Rich- 
mond, Cleveland and Dallas, which showed no change. 
Loans on real estate showed little movement one way or the 
other. Despite the F.H.A., their relative importance in total 
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loans and investments continues to be very small. The Dallas 
district recorded a sharp drop. Changes in the other dis- 
tricts were insignificant. 


The total new financing in September 
amounted to $435,762,924, as compared with 
$435,921,218 in August. The increase is very 
encouraging when the present level is considered. There has 
been a tendency the last three years for activity to slump off 
after July. The fact that corporate flotations expanded rela- 
tively more than any other division affords a basis for 
greater optimism. In view of the general hopefulness regard- 
ing the outlook for business, it is not unlikely that activity 
in the capital markets will make a better showing over the 
next few months. So far refunding operations continue to 
dominate the new financing, but there is an excellent chance 
that new corporate capital issues will become more im- 
portant. 

Bank debits for the entire United States, including New 
York City, after allowing for seasonal variation, declined 
from 80.2 per cent of the 1923-1925 average in August to 
75.8 per cent of the same average in September. Excluding 
New York City, the total debits index declined to 81.1 per 
cent of the 1923-1925 average in September from 85.5 per 
cent in August. The trend of bank debits was exactly oppo- 
site to the trend reported in retail sales and in business 
activity as a whole. 


NEW 
FINANCING 


According to the Federal Reserve Board’s 
index, department store sales, adjusted 
for the differences of the number of busi- 
ness days and the usual seasonal movements, increased to 
82 per cent of the 1923-1925 average in September from 79 
per cent in August. According to most business activity in- 
dexes, a new high for the recovery move was established in 
September of this year, the September level being consider- 
ably above the August level. 

Why did not bank debits reflect this situation? A review 
of the bank debit figures of Federal Reserve districts indi- 
cates a number of reasons. First, there was an unusually 
sharp drop in the debit figures reported for the Dallas dis- 
trict, which index declined to 89.2 per cent of the 1923-1925 
average in September from 111.1 per cent in August. This 
was due principally to the fact that the debit figures for the 
preceding two months were at an unusually high level as a 
result of the transfer of accounts of a large corporation 
located in this district. The same factor which affected the 
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Dallas district also adversely influenced the figures reported 
for the Boston Reserve District. The declines in the Phila- 
delphia, Cleveland and Chicago districts are due principally 
to the labor difficulties in the coal industry. All of the farm 
districts reported lower debit figures due principally to the 
fact that the mcvement of crops failed to gain so much as is 
seasonally normal, because of their lateness. Note that the 
only district to show an increase was New York, excluding 
New York City. In this instance, the bank debit figures 
indicate a normal situation. 


The most important features of the Treas- 
ury’s operations during September were the 
conversion of the fourth Liberty Loan bonds 
and the cash subscription to the Treasury 34-year 1% per 
cent notes offered early in September. Reflecting the effects 
of these operations, Treasury bonds decreased and Treasury 
notes increased quite sharply. As the Government only 
borrowed to refund maturing Treasury bills and certificates, 
only a slight change occurred in the amounts of these secu- 
rities outstanding. The Treasury balance increased during 
September by $323,000,000 as the rise in the gross debt and 
the excess of receipts over expenditures in the trust and con- 
tributed funds exceeded the excess of general expenditures 
over receipts. 

Industrial production during the Summer maintained a 
level higher than seasonal expectations. The slight drop at 
the beginning of the Autumn was due to a decline in steel 
production which, in turn, followed from a lessening of 
demand from the automobile industry. The reason for the 
latter decline might be ascribed to the fact that the industry 
was preparing to market its new models in the Autumn in- 
stead of Winter as heretofore. 

The machinery trade, especially the demand for machine 
tools, has continued its advance of the seven previous 
months. The volume of sales has reached the highest point 
since 1929. This is an excellent barometer of industrial 
confidence. When factory owners are willing to bring their 
plants to up date and prepare for future business it is a 
good sign for the long term. 

It is uncertain just what can be expected in the way of 
railroad reorganization in the immediate future. While an 
act passed by Congress in its last session is designed to put 
an end to delays on the part of various groups of equity 
holders by giving the I.C.C. power to force reorganization, 
the commission has indicated no disposition to use this 
power to the disadvantage of any group. 
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THE AMERICAN BANKERS ASSOCIATION CONVENTION 


SAVINGS DIVISION 
Roosevelt Hotel 
Tip Top Inn 
Monday, November 11 
9:30 A.M. 

Call to Order President 
T. J. CALDWELL 
Address of the President 
‘Cooperation of Banks in Mortgage Lending” 

PHILIP A. BENSON 

President 

Dime Savings Bank of Brooklyn 
“Thrift Lessons of the New Deal”... DR. A. H. GIANNINI 

Chairman of the Executive 

Committee 

Bank of America National Trust 

and Savings Association 

Los Angeles, California 


CONSTRUCTIVE CUSTOMER RELATIONS 
CLINIC 


“Cultivating Savings Customers”’. .W. ESPEY ALBIG 
Deputy Manager 
American Bankers Association 
‘Institute Chapters and Constructive Cus- 
tomer S. H. FIFIELD 
Assistant Vice-President 
Barnett National Bank 
Jacksonville, Florida 
Questions, Answers and Comments 


Adjournment 
* 


CLEARING HOUSE ROUND TABLE 
CONFERENCE 
Roosevelt Hotel 
Dome Room 


Monday, November 11 
9:30 A.M. 
CONFERENCE UNDER AUSPICES OF BANK 
MANAGEMENT COMMISSION 
Orval W. Adams, Chairman 
Introducing General Theme of Conference— 
‘“‘Bank Earnings and Expenses and What 
to do About Them”’. . ..ORVAL W. ADAMS 
Vice-President 
Utah State National Bank 
Salt Lake City, Utah 
“The Problem of Bank Earnings” 
ROBERT M. HANES 
President 
Wachovia Bank & Trust Company 
Winston-Salem, North Carolina 
“Reducing Losses on Investments” 
WILLIAM R. BIGGS 
Assistant Vice-President 
Bank of New York & Trust Co. 
RONALD RANSOM 
Executive Vice-President 
Fulton National Bank 
Atlanta, Georgia 
“Control of Expenses through Reducing 
Interest Paid on Deposits” C. W. HAWKINS 
Cashier 
First National Bank 
Spring Valley, New York 
“Service Charges as a Source of Revenue” 
CLAUDE L. STOUT 
Vice-President 
Poudre Valley National Bank 
Fort Collins, Colorado 


“Reducing Losses on Loans” 


“A Small Loan Department as a Source of 
Revenue” P. D. HOUSTON 
Chairman of Board 
American National Bank 
Nashville, Tennessee 
Forum Discussion and Questions 


STATE BANK DIVISION 
Roosevelt Hotel 
Tip Top Inn 
Monday, November 11 


2:00 P.M. 
Call to Order President 

JAMES C. BOLTON 

Address of the President 

Appointment of Committees 

“Management and the New Supervision” 
HERMAN B. WELLS 
Secretary 
Commission for Financial 
Institutions, State of Indiana, 
Indianapolis, Indiana 


” 


“Investment Problems of Banks 
J. HARVIE WILKINSON, JR. 
Vice-President 
State-Planters Bank & Trust Co. 
Richmond, Virginia 

‘Mortgages as Investments for 

State Banks” RICHARD R. QUAY 

of counsel 

of Federal Housing Administration 

Forum Discussion 

Unfinished Business 

New Business 

Reports of Committees 

Election and Installation of Officers 

Adjournment 


CONSTRUCTIVE CUSTOMER RELATIONS 
CLINIC 
Roosevelt Hotel 
Tip Top Inn 
Monday, November 11 
7:30 P.M. 
“The Customer—A Key to Public 
Relations” ROBERT M. HANES 
President 
Wachovia Bank and Trust Co. 
Winston-Salem, N. C. 
“The American Bankers Association and Con- 
structive Customer Relations”..........President 
RUDOLF S. HECHT 
“Customer Contacts”... . _..A Vocafilm Presentation 
(Twelve minutes) 
“A Bank Conference in Action” 
(Assisted by twenty-five 
members of the staff) 


FRED W. ELLSWORTH 
Vice-President 

Hibernia National Bank 
New Orleans, Louisiana 
Questions, Answers and Comments 


FIRST GENERAL SESSION 
Orpheum Theatre 
Tuesday, November 12 
9:45 A.M. 
Music 


10:00 A.M. 


Call to Order _.. President 


RUDOLF S. HECHT 
BANKING 
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THE AMERICAN BANKERS ASSOCIATION CONVENTION 


THE REVEREND JOHN W. HYNES, S.J. 
President of Loyola University of the South 
Address of the President 

Report Official Acts and Proceedings of Executive Council 
Appointment of Resolutions Committee 
“Banking Legislation” 


[Invocation 


HON. CARTER GLASS 
United States Senator 
from Virginia 

“The Banks and F.D.I.C.; Some of 
Their Mutual Interests”............ HON. LEO T.CROWLEY 
Chairman 

Federal Deposit Insurance 
Corporation 

“Crucial Economic Problems”.......MAJOR L. L. B. ANGAS 
Communications 

Announcements 


NATIONAL BANK DIVISION 
Roosevelt Hotel 
Tip Top Inn 
Tuesday, November 12 
2:00 P.M. 

Call to Order.......... President 
C.J. LORD 
Address of the President 
Appointment of Committees 
“Government Lending Agencies and Their 

Relationship to Commercial 

Banks”’. . . ..WOOD NETHERLAND 

Vice-President 
Mercantile-Commerce Bank & 
Trust Company 
St. Louis, Missouri 
“Recent Amendments to Statutes and Regula- 
tions Affecting National Banks”. ... HAROLD V. AMBERG 
Vice-President and General 
Counsel 
First National Bank 
Chicago, Illinois 
Forum Discussion 
“Mortgages as Investments for 
National Bank”’. . -RICHARD R. QUAY 
of counsel 
of Federal Housing Administration 
Unfinished Business 
Reports of Committees 
lection and Installation of Officers 


Adjournment 


STATE SECRETARIES SECTION 
Roosevelt Hotel 
Room E 


Tuesday, November 12 
2:00 P.M. 


BOARD OF CONTROL AND GENERAL 
MEETING 
....President 

GEORGE A. STARRING 


Call to Order........ 


Annual Report of the President 

Election and Installation of Officers 

Standing Committee Reports (7 minutes each) 
Banking Education. . . Theodore P. Cramer, Jr., Chairman 
Bank Management H. B. Crandall, Chairman 
Insurance and Protection... . .. William Duncan, Jr., Chairman 
Legislation Ray O. Brundage, Chairman 

Round Table on “ Effective Methods of Dealing With Legislatures” 
Preparing the Data . Theodore P. Cramer, Jr. 
Contact with Legislators....................Eugene P. Gum 
Forum Discussion, led by George A. Starring 

Standing Committee Reports (continued) 
Public Education David M. Auch, Chairman 
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CONSTRUCTIVE CUSTOMER RELATIONS 
CLINIC 


MARTIN A. GRAETTINGER 
Executive Vice-President 
Illinois Bankers Association 
“Developing Conference Leaders Through State 

Educational Institutions” ...Under direction of 
Conference Leader 


State Association Clinics 


Adjournment 
SECOND GENERAL SESSION 
Orpheum Theatre 
Wednesday, November 13 


9:45 A.M. 
Music 
10:00 A.M. 
Call to Order President 
RUDOLF S. HECHT 
....RABBI LOUIS BINSTOCK 
Temple Sinai 
HON. J. F. T. OCONNOR 
Comptroller of the Currency 
“Business, Industry, and Taxation”. .LEWIS H. BROWN 
President 
Johns-Manville Corporation 
_. HON. JESSE H. JONES 
Chairman, R.F.C. 
Report of Nominating Committee and Election of Officers 
Communications and Announcements 


TRUST DIVISION 
Roosevelt Hotel 
Tip Top Inn 
Wednesday, November 13 


Invocation 


Address 


“Railroads” 


2:00 P.M. 
Call to Order President 
LEON M. LITTLE 
Address of the President 
“Trustee Ethics”......................-STOUGHTON BALL 
of the Boston Bar 
“Federal Legislation As It Affects Trusts” 
RONALD RANSOM 
Executive Vice-President 
Fulton National Bank 
Unfinished and New Business Atlanta, Georgia 
Reports of Committees 
Election and Installation of Officers 


Adjournment 


THIRD GENERAL SESSION 
Orpheum Theatre 


Thursday, November 14 
9:45 A.M. 
Music 
10:00 A.M. 
Call to Order President 
RUDOLF S. HECHT 
THE RIGHT REVEREND 
JAMES CRAIK MORRIS, D.D. 
Bishop of the Diocese of Louisiana 
‘* A Business Viewpoint on the Course of 
Federal Legislation” HARPER SIBLEY 
President 
Chamber of Commerce of U.S. A. 
Report of Resolutions Committee 
Address........... .... HON. MARRINER S. ECCLES 
Governor, Federal Reserve Board 
Unfinished Business, Communications, and New Business 
Installation of Officers 
Announcements 
Adjournment 
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Government Banking 


Washington, 
HE Home Owners’ Loan Corporation is expected to 
j eo its refinancing of distressed home mortgagors 
by the end of the calendar year by working out 
its final commitments on the applications for refinancing 
which ceased, under the law, on June 27. 

Its total mortgage holdings at the end of this winnowing 
process will number a little over a million, valued at slightly 
more than $3,000,000,000. This is far less than the total con- 
templated by Congress when the limit of the corporation’s 
bond issues was raised to $4,750,000,000 last Spring, but is, 
nevertheless, a very impressive amount. Thenceforth the 
activities of the corporation will be devoted to getting its 
money back. 


In point of volume and detail this will be 
the biggest job of money collection ever 
undertaken, even including that of the 
Reconstruction Finance Corporation, although the amounts 
of public credit used for private benefit or relief in the two 
concerns are comparable. The money put out by the R.F.C. 
is predominantly in comparatively short term loans, mostly 
secured by marketable collateral. It has been lent in rather 
large lumps and, presumably, will come back in similar 
quantities. 

The R.F.C. loans are limited to a five-year maturity, with 
10 years as the ultimate limit. The H.O.L.C. loans are in 
amounts averaging $3,012 on very slow security, to be 
amortized in monthly instalments over a period of 15 years 
—$3,000,000,000 in $15 instalments. The R.F.C. loans have 
been made, for the most part, to financial institutions which, 
although in distress, average fairly high in their previous 
credit record and usually have more or less ample resources. 
The H.O.L.C. loans have been made to home owners who 
were unable to meet payments on their homes largely be- 
cause of a lack of employment, who are still largely unem- 
ployed, who are without other resources, and whose record 
at best is largely one of financial struggle. 

Prospects of the H.O.L.C. also are complicated by its so- 
cial and, one is sorry to note, its political features. The con- 
cern is an emergency relief agency adapted so far as possible 
to business principles. It cannot consistently lose sight of the 
object for which it was created. There is always the possi- 
bility, also, that where the social aid features in its adminis- 
tration come into conflict with business principles political 
interests will step in and business principles will suffer. This, 
perhaps, is of slight interest to the holders of the bonds fully 
guaranteed by the Federal Government which are the basis 
of the concern’s business, but it becomes of decided interest 
to the taxpayers who may be called upon to liquidate the 
Government’s contingent liability for these bonds. 


THE BIGGEST 
JOB 


On the face of things the H.O.L.C. is 
amply secured in its loans. As against the 
$2,442,769,622 in loans closed up to the 
beginning of the year the appraised value of property pledged 
was $3,496,891,958, or 147.6 times the loans, the latter 
averaging 69.78 per cent of the appraised value of the col- 
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lateral. That ratio has been bettered somewhat in recent 
months and is expected to be further improved under policies 
now being followed. Appraised values are not always based 
upon present sale possibilities and it is freely admitted by 
officers of the corporation that during the early days of its 
operations and in the rush for refinancing which character. 
ized the period a considerable proportion of the appraisals 
were high and many mortgages were taken over which repre- 
sented more distress of the mortgagee than the mortgagor. 

On the other hand, the later period of operations has been 
characterized by closer scrutiny of mortgages offered, a 
strict application of the limitations on the character of loans 
to be refinanced, and a more careful and effective system of 
appraisals. In the matter of margin between loans placed and 
property covered the corporation is in a sound position on 
the whole although, of course, good mortgages do not cover 
bad loans. 

From the beginning the corporation has followed the 
policy of earmarking one-fourth of 1 per cent of all loans 
to build up a reserve to cover losses in accord with the prac- 
tice of other urban mortgage loan agencies. In its general 
plan of operations the corporation from the start has adopted 
the methods of the most approved private agencies and has 
had the advice of experts in the home mortgage business. In 
spite of political pressure it seems at least to have attempted 
to run its business in a business-like way. 


Admitting all this, however, an observer 
naturally raises the question of what is the 
prospect of collecting something like $3,- 
000,000,000 in monthly payments from 1,000,000 distressed 
home owners. Collecting this money will be the supreme and 
in fact the only task of the corporation after January 1 next— 
but Mr. Fahey’s cohorts have been in the midst of it from 
the time the first month’s payments on the first mortgages 
refinanced two years ago became due. 

In the Senate committee hearing on the proposal to in- 
crease the corporation’s bond issue limit last March it was 
shown that of the $109,496,073 due the corporation on 
February 28, $22,223,878, or 20.3 per cent, was delinquent 9 
days or over and $8,227,403 was delinquent six months or 
more. Senator Gore made the statement, only lightly chal- 
lenged, that 40 per cent of the borrowers paid up to the 
minute, 40 per cent were delinquent less than 90 days and 
20 per cent were delinquent 90 days or more. That was 
hardly the record as shown by the February figures, but the 
record of six months later seems decidedly better. Of the 
$225,992,840 due the corporation at the end of August, in- 
cluding $140,679,247 in interest and $34,263,506 in principal, 
a total of $75,673,475 or 33.4 per cent was due and unpaid 
and $45,935,411 or 20.3 per cent was delinquent 90 days or 
over. The proportion of interest due and unpaid was 29.9 
per cent, including 17.6 per cent delinquent 90 days or over. 
The proportions due on principal were 40 per cent and 
24.7 per cent, respectively. 

All these amounts are cumulative, the total due and the 
amount due and unpaid growing larger. The critical point is 
in proportions. Since the accumulated delinquencies of 90 
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days or over have not increased proportionately, the situa- 
tion on the whole suggests a lag rather than a refusal or 
inability 10 meet payments. 

The H.O.L.C. authorities look to this lag as to a rainbow 
in stormy weather. If delinquencies merely represent slow- 
ness of payment, as they hope, things will come out all right. 
This hope is supported by the fact that delinquencies on 
interest are smaller proportionately than those on principal 
—in other words, debtors are at least attempting to keep 
abreast of the tide. If they represent an intention not to pay 
or an inability to pay, a delinquency list of 20 per cent of 
borrowers can easily become very serious. It is for this reason 
that the corporation is following the plan of prompt fore- 
closure against mortgagors who refuse to pay or indicate 
inability to pay at least something upon their indebtedness. 
Up to September 30 it had commenced foreclosure proceed- 
ings in 1,823 cases, of which 628 represented abandonment of 
property, 937 deliberate delinquencies, 191 deaths of debtors 
whose heirs are unwilling to carry on, and 67 cases of legal 
complications, mostly growing out of second mortgage 
difficulties. 


The number of foreclosures so far re- 
corded, rather nominal, is nevertheless 
large enough to necessitate a Property 
Management Division in the corporation, and such a divi- 
sion is now being organized. Even a nominal rate of fore- 
closure in a million mortgage loans worth $3,000,000,000 
involves considerable property. Moreover, the present rate 
fails to indicate the exact delinquency situation since the 
corporation regards the matter largely as a social question 
involving public policy in a time of business depression; in 


PROPERTY 
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John H. Fahey, chairman of the Federal Home Loan 
Bank Board, and Preston Delano, general manager 
of the H.O.L.C. 
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other words, it has in mind the idea of relief for worthy 
mortgagors for whom the refinancing program was under- 
taken. Much of the delinquency is due to leniency shown in 
cases of actual distress where debtors are known to be trying 
to discharge their obligations and have a real prospect of 
doing so if given time. 

For all that, the whole matter of delinquency is now 
hanging in the balance. There is little doubt that, unless 
business and employment improve materially and soon, de- 
linquency will grow or at least the temporary degree of delin- 
quency will become chronic. Increased employment and 
improved business will probably take the corporation out of 
the danger zone both by enabling borrowers who are willing 
to pay to do so and also by reducing the number of those who 
are unwilling to pay. Prosperity has a way of increasing the 
honesty of debtors. 

It is still somewhat problematical what part actual 
“chiselling” will have in the corporation’s experience. A 
trifle more than half of the foreclosures up to September 1 
were on this account. No doubt there are a good many bor- 
rowers among the 950,000 or so already on the books who 
are much surprised that a Government loan is not a Govern- 
ment gift. For such borrowers there has been and will be no 
mercy. On the other hand, the corporation, while taking a 
“humane” course in such matters, realizes that the least 
indication of weakness on its part would mean a flood of 
delinquencies which would endanger its whole undertaking, 
easily rendering it impossible to service outstanding bonds 
and necessitating a call upon the Government to make good 
its guaranty of principal and interest. This credit under- 
taking is so huge that any material upset of the balance 
between receipts and expenditures will involve tremendous 
losses. 


Collecting $3,000,000,000 from 1,000,000 
people of doubtful finances and scattered 
everywhere in the United States will nat- 
urally cost a lot of money. It is upon the cost of the under- 
taking that the matter of how much loss the corporation can 
absorb without calling for Treasury help depends. In the 
course of its history the H.O.L.C. has inflated and deflated 
like a pouter pigeon. It started with nothing and at one time 
had 22,000 salaried people on its payrolls. In addition there 
were about 9,000 attorneys and 3,500 appraisers on a fee 
basis, remunerated from expense accounts attached to loans. 
At present the number of persons employed is around 18,000 
in addition to attorneys and appraisers paid by fees. 

In the period from the inception of its activities late in 
1933 up to December 31, 1934, the income of the corpora- 
tion, consisting almost entirely of interest and amortization 
payments on outstanding loans, was $63,933,476 and its 
expenses $68,942,135, leaving a deficit of $5,008,659. Of the 
expenses, $35,942,620 was interest on bonds and $31,791,945 
operating expenses, the small balance representing depre- 
ciation, commissions and the like. That was the period, how- 
ever, of 3 to 4 per cent bonds as well as the expensive process 
of organization, title examination, and preparation of all the 
machinery which goes with the lending of money on mort- 
gages, without the full return from interest and amortization 
payments which come later. As the work of money lending is 
completed much of this expense can be done away with and 
operations brought down to the permanent business of 
money collecting. How much of a reduction in expense the 
latter may make possible, however, remains to be seen. 

All mortgage loans of the corporation are at a straight 5 


AT 


COLLECTION 
COSTS 


: 
| 


per cent. There is a small lot, perhaps a million dollars in all, 
put out in cash loans for the payment of taxes and similar 
expenses, which draws 6 per cent. If it may be assumed that 
the total mortgage loans eventually will amount to $3,000,- 
000,000, as now anticipated, this 5 per cent income will total 
$150,000,000 a year. At the present time the corporation’s 
money is costing it about 3 per cent. Its latest bond sales 
have been on a 2.75 per cent basis and it is probable that 
eventually all its bond issues can be brought to that level. 
At 3 per cent, however, bond interest will cost the corpora- 
tion $90,000,000 a year, amortization of mortgage loans be- 
ing a general set-off against amortization of bonds. This 
leaves a working fund of about $60,000,000 a year. At the 
present time the operating expenses of the organization are 
ranging between 20 and 25 million dollars a year with a rather 
strong leaning toward the latter figure as increasing collec- 
tion activities are added to the wind-up of the refinancing. 

What the cost of operations in the collection phase of the 
work will be, however, is almost anybody’s guess, except that 
it evidently will be high. Any serious degree of delinquency 
will involve an army of employees probably as great as the 
mortgage reviewing and money lending organization. In- 
terest and amortization payments on loans are on a monthly 
basis and one can easily visualize literally thousands of 
collectors ringing hundreds of thousands of door bells once 
a month to collect instalments on mortgage debts. The 
matter of bookkeeping alone is a serious task and to the 
extent that there is delinquency this task becomes increas- 
ingly complicated. 


It is the general belief in H.O.L.C. circles that 
the collection program will involve substan- 
tially as large a salaried organization as that 
now operating and that the expenses of the corporation in 


EXPENSE 
ACCOUNT 


the next few years will be substantially what they now are. 
At $25,000,000 a year this expense account will leave about 
$35,000,000 a year to cover losses and for other purposes of 
the organization. This working margin does no compare 
very favorably with present delinquencies of 90 days or over 
but it compares quite favorably with six months’ celinquen. 
cies and promises to cover all actual losses at the present 
rate of delinquency, since delinquency leads to ultimate fore. 
closure and foreclosure means the recovery of at least most 
of the money due. 
Two possibilities may modify this prospect. One is that 
the low rate of interest at which the corporation can borrow 
may lead to agitation for the lowering of the rate charged 
borrowers. There is already a margin of 1.25 points between 
the anticipated cost of money to the corporation and the 
actual rate at which it can now dispose of its bonds in ex. 
change for mortgages. It is probable that from a sound 
business standpoint this margin should be retained, at least 
until it is known just how the corporation will come out in 
its collections, but this consideration may not have much 
weight with those statesmen who are disposed to ride the 
Government for the benefit of their constituents. Another 
possibility is a substantial increase in delinquencies. In- 
creased delinquencies will not only raise the expense of 
collection and reduce the corporation’s income, both gross 
and net, but will also result in throwing upon the market 
enough foreclosed mortgage homes to upset sale possibilities 
for residential real estate in some localities to the disadvan- 
tage of both the corporation and real estate interests gen- 
erally. In the proposal to nip the delinquencies in the bud, 
accordingly, the H.O.L.C. is working not only in the inter- 
ests of the Treasury and the somewhat overlooked taxpayer 
but also, in the long run, in the interest of the home owner. 
GEORGE E. ANDERSON 


Growth, trend of lending operations, line of credit, and unused credit of the Federal 
Home Loan Banks 


(From the October Federal Home Loan Bank Review) 


Members 


Month 


(000 
omitted) 


Number | 


December. ... $216,613 


December. . 


3,305,088 


3,201,671 
3,185,822 
3,213,556 


| 
| 


Line of 
credit 
(cumula- 
tive) (000 
omitted) 


$23,630 


146,849 
211,224 


232,926 
254,085 


260,726 
260,984 
262,410 


Loans 
advanced 
(cumula- 
tive) {000 


omitted) 


$837 


48,817 
90,835 


111,767 
129,545 


148,450 
153,523 
160,496 


Loans 
advanced 
(monthly) 

(000 
omitted) 


Repay- 
| ments 
| (monthly) 
(000 


omitted) 


Balance 


| ing at 
end of 
month 
(000 
omitted) 


$837 


47,600 
85,442 


85,148 
86,658 


79,233 
80,877 
86,025 


| outstand- 


Unused 
line of 
credit ? 
(000 
omitted) 


$22,793 


99,249 
125,782 


147,778 
| 167,426 


181,493 
180,107 
176,385 


1 Where declines occur they are due to adjustments based on current reports from state building and loan commissioners. In this connection it 
should be stated that assets of member institutions are reported when they join the System and are subsequently brought up to date once a year 
as periodic reports are received either from the institutions or from state building and loan supervisors. 

2 Derived by deducting the balance outstanding from the line of credit. 


Note.—All figures, except loans advanced (monthly) and repayments, are as of the end of month. 
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$22,652,489,000 in Savings 


Deposits 


By W. ESPEY ALBIG 


Deputy Manager American Bankers Association 


AVINGS, including time deposits 
Gian postal savings deposited in 

banks in the Continental United 
States, increased 4.1 per cent for the 
year closing June 29, 1935, in compari- 
son with the preceding year, according 
to reports received by the Savings Divi- 
sion, American Bankers Association. 
This percentage gain is nearly double 
that registered a year ago over the year 
closing June 30, 1933, which was 2.4 
per cent. 


The gain, which is general throughout 
the United States, amounts to $899,- 
979,000. In only seven states is a loss 
shown. Thus, in two successive years 
savings in banks have increased. They 
now stand at $22,652,489,000, about 
one-half billion dollars less than 10 
years ago (1925) and almost six bil- 
lion dollars below the high point of 
1930. 

The increase in individual deposits 
is notable, rising from $37,983,726,000 


a year ago to $41,721,194,000 as of June 
29, 1935. This is an increase in volume 
of $3,737,468,000, or a gain of 9.8 per 
cent. Thus the savings increase claims 
only one-fourth of the gain in individual 
deposits. The rest is found among the 
demand deposits. 

The greatest percentage of gain in 
savings deposits for the past year is 
shown in the east central states, the 
southern states and the Pacific states, 
in the order named. 


SUMMARY OF SAVINGS DEPOSITS AND DEPOSITORS 


In the Banks and Trust Companies of Continental United 
States Compiled from Reports Received by the Savings 
Division, American Bankers Association, June 29, 1935 


Savings 


er 
inhabitant Gain in savings savings per 


Percent gainin Percent gainin Percent gain 


savings per in savings Number of 


States 1935 


savings 


per inhabitant inhabitant 


inhabitant 


per inhabitant 


Savings 


(000 omitted) 1935 3 1935 over 1934 1935 over 1934 1935 over 1925 1935 over 1915 depositors 


New Hampshire 
Vermont 
Massachusetts 
Rhode Island 
Connecticut 


235,426 
217,738 
143,745 
2,507,523 
334,075 
865,254 


293 
463 


NEW ENGLAND STATES 


4,303,761 


New York 
New Jersey 
Pennsylvania 

District of Columbia 
Delaware 

Maryland 


6,934,976 


1,175,525 
2,197,412 
103,337 
67,195 
396,573 


8 


2. 


38.9 514,033 
362,421 
297,343! 

3,718,685 
394,981 

1,373,480 


6,660,943 


| 


9,802,782 ! 

2,395,138 

4,427,077 
234,524 
110,292 
806,593 


MIDDLE ATLANTIC STATES... . 


10,875,018 


17,776,406 


Virginia 

West Virginia 
North Carolina 
South Carolina 


Mississippi 
Louisiana 


Kentucky 
Tennessee 


223,633 
109,898 
123,353 
29,698 
108,219 
57,598 
76,996 
56,744 
85,295 
183,280 
41,239 
140,949 
134,550 


438,910 
263,898 
291,5002 
61,9992 
338,940 
174,068 
229,880 
96,048 
392,3412 
330,9302 
74,424 
303,855 
238,158 


1,371,452 


=| 


3,234,951 
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t 
| —13.6 
5 1 9.5 
398 —23 ~19.1 
578 3 11.6 1 
penne 523 5 1 17.5 1 
11 6.4 133.9 
278 13 —6.4 170.0 
224 4 176.5 
208 22 1 28 .3 333.3 
ee 278 15 30.5 239.0 
237 —5.6 113.5 
365 7 $3 143.6 
cueeasieeskes 91 4 2.2 264.0 
62 2 — 34.0 40.9 
37 17 8 —28.8 125.0 
17 2 1 —10.5 
Georgia... 37 1 —14.0 76.2 
37 2 —68.4 42.3 
Alabama................. 28 2 —26.3 250.0 
Ee 28 2 —39.1 211.1 
39 0 —40.9 77.3 
22 1 $9.1 266.7 
ce 53 3 —25.4 231.3 
eudauewanceunes 50 5 —21.9 177.8 
SOUTHERN STATES.......... 40 —29.8 150.0 
= 


During the year banking was in a 
process of restabilizing itself. Therefore, 
the gains shown in many sections may 
be regarded more as proof of stabilized 
banking conditions which called money 
from unaccustomed places than new 
savings deposited in banks. 

The enormous spending for the bene- 
fit of the unemployed has caused many 
persons to forget that three-quarters 
of the normal employable population 
are at work. Among their normal prac- 
tices is that of being provident and 
putting aside a part of their earnings for 
a competency. 

A most satisfactory development 
during the year is the gain in savings 
depositors, amounting to 1,753,032. In 
this increase every state except five 
participated. Here again the gain is due 
to two factors: greater confidence in 
banks and increased earnings by the 


Savings 
1935 
(000 omitted) 


895,105 


people. The number of depositors, 
41,315,206, or 32.7 per cent of the popu- 
lation of the United States, is yet 
almost 12 million below the high point 
reached in 1928, when 44.3 per cent of 
the inhabitants were represented by 
savings accounts. 

Recently an attempt has been made 
to determine what constitutes a savings 
account. Definition is difficult because 
money is not easily tagged as to cate- 
gories. It takes on the nature of savings, 
not through its origin, but because of 
its use. When it acquires any consider- 
able velocity it becomes commercial. 
Ina newly organized community money 
is used by its owners in their normal 
living for acquiring implements neces- 
sary in their vocations. In more settled 
communities there remains a residue 
of earnings beyond expenditure which 
is deposited in banks to be hired by 


SUMMARY (Continued) 


Per 
inhabitant Gain in savings 
savings per inhabitant 
1935 8 
131 8 


savings per 
inhabitant 


246,585 75 14 


781,386 
437,479 
351,584 
345,624 
169,882 
259,016 


Michigan 
Wisconsin................ 


99 15 
86 20 
117 14 
133 7 
68 10 
70 


1935 over 1934 1935 over 1934 1935 over 1925 1935 over 1915 


others. The owners have no immediate 
use for it. Eventually it enters into jp. 
vestment or serves to support its owners 
when their period of remuneratiye 
employment has passed. 

During the year money deposited 
on time certificates of deposit has jp. 
creased from $1,862,661,000 to $2,106,- 
170,000, an increase of $243,509,000 or 
13 per cent, which is a greater gain than 
that evidenced by deposits on pass. 
books. This continues a trend which 
began a few years ago and reverses a 
tendency of many years. 

Time certificates of deposit have been 
employed more generally in the Mid- 
west, Northwest and Southwest. Their 
use in those areas does not indicate 
funds any different in kind from those 
deposited in savings accounts in the 
New England and Middle Atlantic 
states or on the Pacific Coast. 


Percent gainin Percent gainin Percent gain 


Number of 
savings 
depositors 
2,061,737 
504,201 
2,140,938 
1,105,893? 
972,454 
764,098 
420,254" 
640,725? 


in savings 


savings per 
per inhabitant 


inhabitant 


61.7 
114.3 
33.8 
—2.3 
56.0 
33.0 
— 36.4 
59.1 


—28.8 
—11.8 
—45.3 
—61.9 
—27.7 
— 36.4 
—67.5 
— 34.6 


3,486,661 


100 


—42.2 33.3 8,610,300 


North Dakota 
South Dakota 
Nebraska 


Montana 
Wyoming 
Colorado................. 
New Mexico............. 
Oklahoma 


31,168 
25,532 
66,682 
77,365 
36,355 
19,113 
88,806 

8,261 19 
70,084 


45 
36 
48 
41 
68 
82 
84 


| 


—46.4 
—52.6 


—67.9 
—76.0 


49,977 
48,419? 
173,144 
203,767 
63,455 
36,118 
206,774 
17,587 
131,537! 


WEST CENTRAL STATES 


Washington 
Oregon 


Arizona 


423,366 


169,412 
90,506 
1,833,315 
20,634 
51,583 
8,335 
18,446 


930,798 


397,594 
243,768 
3,164,674 
48,268 
181,152? 
20,974: 
45,378! 


PACIFIC STATES. ........... 


2,192,231 


4,101,808 


UNITED STATES 


Hawaii 


49,372 9 


22,652,489 


41,315,206 


7.6 


162,319 


UNITED STATES AND HAWAII. 


22,701,861 7 


4.1 


*41,477,525 


* Includes complete reports from national banks in all states and from state chartered banks and trust companies in 34 states. 


— Loss 


1 No report of depositors in state chartered banks and trust companies received for 1935. 1934 figures used. 
2 No report of depositors in state chartered banks and trust companies received for 1935. Estimated figures used. 


3 Estimated census for July 1, 1934. 
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Indiana.................. 23.0 
Illinois 17.9 
Minnesota................ 
Missouri.................. 
EAST CENTRAL STATES...... 12 
Kansas................... 0 —43.1 32.3 
—5 —20.9 6:3 
—12.8 57.7 
— 26.3 52.7 
~ 28.2 ‘47.4 
105 7.1 —14.6 78.0 
91 eats —27.2 97.8 
298 6.0 —24.0 67.4 
46 15.0 —11.5 84.0 
Nevada.................. 89 29.0 — 60.6 17.1 
40 — 38.5 33.3 
S213 5.4 —16.5 90.2 | 
SS 


“We wouldn't 


be without our 
Recordak 


Banks of every type and size— 
in all sections of the country—have 
discovered the operating economies 
of Recordak. Actual installation 
records show savings of up to 45% 
in per item cost. And increased effi- 
ciency, accuracy, and safety are an 
inseparable part of a Recordak 
system. 

If your bank does not use photo- 
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graphic accounting, investigate 
Recordak. What it has done for 
other banks—it can do for yours. 
Recordak Corporation (subsidiary 
of Eastman Kodak Company), 350 
Madison Avenue, New York. 

*Quoted from a letter from the Central Farmers 
Trust Company of West Palm Beach, Florida. 
This bank, illustrated above, is one of the leading 


institutions in its locality, and has been Recordak 
equipped for two years. 


; 
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WHAT IS YOUR PICTURE OF 
NEW YORK STATE BUSINESS 


“NEW YORK 
STATE 


e 20 Marine Midland banks serve 28 communities in 
New York State. Each of these banks has an intimate 
day to day knowledge of business happenings within 
its trading area. This detailed information forms a clear 
composite picture of New York State business that 


you need in order fully to understand this market. 


This Statewide organization can be useful to you if you do business 
in New York State. For information write Marine Trust Company, 
Buffalo, N. Y.; Marine Midland Trust Company, New York City. 


MARINE MIDLAND BANKS 


F.H.A. Mortgage 
Funds 


HE Federal Housing Administration 

announces that an “adverse condj- 
tion which once seriously reduced home 
construction in many localities of the 
country has been corrected because of 
the uniform appraisal and risk rating 
methods” of the F.H.A. 

“Heretofore in some areas,” says 
the announcement, “there would be an 
acute shortage of mortgage funds, while 
conversely in other areas there would be 
an abundance of funds for such pur- 
poses. The simple and convenient mech- 
anism had never been devised whereby 
lenders in one part of the country could 
contact borrowers elsewhere. 

“Legislative sponsors of the National 
Housing Act claimed the insured single 
mortgage system authorized by the Act 
would provide a system whereby the 
over-abundance of mortgage invest- 
ment funds in one area could be made 
available in another where there was a 
lack of mortgage money. 

“The Federal Housing Administra- 
tion is now accomplishing that par- 
ticular purpose, according to Stewart 
McDonald, the Federal Housing Ad- 
ministrator. There is a growing volume 
of insured mortgage investment being 
made by approved lending institutions 
in areas outside of their own. 


AN EXAMPLE 


“A RECENT example was that re- 
ported by J. M. Dockery, field repre- 
sentative of the Federal Housing Ad- 
ministration at Chattanooga, Tennessee. 
Mortgages in the amount of $218,000 
had been selected for appraisal, but 
could not be placed locally. 

“The Fidelity Bankers Trust Co., of 
Knoxville, Tennessee, acting as agent 
for an eastern investment house, stepped 
into the picture, as did a Chattanooga 
insurance company, and together they 
relieved the mortgage jam so that 
$200,000 worth of the paper was 
financed in a day. According to Mr. 
Dockery, with but two exceptions all of 
the mortgages that had been accepted 
for appraisal met with approval and 
were financed. 

“The timely entrance of outside cap- 
ital has caused mortgage money to flow 
freely in Chattanooga, the Housing Ad- 
ministration has been informed. That 
office now has insured more than $600,- 
000 worth of mortgages.” 
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FIELD WAREHOUSING 
ADDS ANOTHER “C” 


TO THE WELL KNOWN “THREE” 


If you are still lending money on the basis of Character, 
Capacity and Capital, consider the new “C” offered 
by LAWRENCE SYSTEM FIELD WAREHOUSING. 


Loan Officers find today that LAWRENCE SYSTEM 
FIELD WAREHOUSING adds another ‘’C’’—coL- 
LATERAL—to the well-known three. And thus 
the somewhat theoretical threesome is clinched 


with a positively tangible value 
in the form of readily market- 
able raw materials and finished 
products. 

NEGOTIABLE RECEIPTS 
AGAINST. PLANT INVENTORY 
ALMOST ANYWHERE 
Almost any commodity, under 
nearly any set of conditions, may 
be used as a basis for the issu- 
ance of negotiable warehouse 
receipts, enabling you not only to 
be of greater assistance to indus- 


Plant Inventories 
We Have Field Warehoused 


Canned Goods . . . At the Canneries 
Dried Fruit . . . . At Packing Plants 
In Brine Tanks 

At Dealers and Mills 

9: In the Booms 
Petroleum. . In Field Storage Tanks 
Lumber In Mill Yards 
Groceries . . . . At the Wholesalers 
Airplanes . . Where They Are Made 
Hides : At Tanneries 
In Elevators 

On Coal Docks 

In Brewery Vats 

In Aging Tanks 


Plus Scores of Other Products 
Stored in Factory Rooms, Bins, 
Vats, Tanks, Yards, Docks, etc. 


try, but to increase your bank’s profits through 
bigger and better loans to worthy customers. 


Shown here, as examples of the wide adapta- 
bility of the LAWRENCE SYSTEM, are a few of the 


many commodities we ware- 
house under unusual conditions. 


FREE CONSULTATION SERVICE 


Nearly every bank has a number 
of customers who can use more 
credit than their open lines per- 
mit. LAWRENCE SYSTEM offers the 
SAFE way to larger loans, which 
means increased profit. .. . We 
invite consultation as to its 
practicability in connection with 
any specific credit you may 
be considering at this time. 


Copies of the pamphlet, “Warehouse Receipts as Collateral,” are 
obtainable free, postage paid, from any of our offices, on request. 


FIELD WAREHOUSING 


MEMBER: AMERICAN WAREHOUSEMEN’S ASSOCIATION——SINCE 1916 


[AWRENCE WAREHOUSE (OMPANY 


NEW YORK 
52 Wall Street 


PORTLAND 
U. S. National Bank Bldg. 


CHICAGO 


One North LaSalle 


HOUSTON 
Second National Bank Bldg. 


A. T. GIBSON, PRESIDENT 


BUFFALO 
Liberty Bank Bldg. 


SAN FRANCISCO 


DALLAS 
Santa Fe Bldg. 


LOS ANGELES 
W. P. Story Bidg. 


HONOLULU, T. H. 


37 Drumm St. 


Dillingham Transportation Bldg. 


“CERTIFIED” ON CHECKS... “LAWRENCE” ON WAREHOUSE RECEIPTS 
November 1935 


53 


= 
n 
e 
4 
n 
| 
| 
Whiskey ..... .. At Distilleries 
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An Advertising Agency President writes— 


"We'd just as soon go back to "Town Crier 


Days’ as do without Ediphone Voice Writing. 


It has increased our business capacity 
at least 50%!" 


(From Edison Records of the World’s Business) 
The President of an advertising agency 
writes —“Ediphones stand beside the 
desks of our account executives, giving 
each man complete dictation freedom. 
By this | mean that no one ever has 
to wait for secretarial service. At any 
hour — letters, telephone call confir- 
mations, memos, plans, conference 
reports, etc., can be dictated. (Yes, 
advertising executives do a lot of work 
after 5 o'clock!) 

“Our Copy-writers and Radio-writers 
voicewrite a lot of the advertising that 
you see and hear. 
Furthermore, when- 
ever ideas ‘flash, they 
are voicewritten im- 
mediately. Ideas are 
worth money in our 
business and, thanks 


DIGNIFIED DESIGN 


to the ease of dictating to the Ediphone, 
none are lost. 

“The Merchandising, Research, 
Media, Forwarding, Checking,Mechan- 
ical and Billing Departments use 
Ediphones, too. All work flows ...with- 
out duplication of effort. 

“The total average increase in our 
business capacity amounts to at least 
30% —thanks to the Ediphone!” 

Your business is different... of 
course. But the Pro-technic Ediphone 
positively will increase your firm's 
business capacity 20% to 50%. Get 
the proof! Telephone 
The Ediphone, Your 
City; or write to— 


Ediphone 


THE "5-POINT" DICTATING MACHINE 


DUST-PROOF 
TAILORED IN STEEL: 


SANITARY 


“BALANCED” VOICE WRITING 


Sound Construction 
(CONTINUED FROM PAGE 39) 


cussing the pros and cons of the Na. 
tional Housing Act, there is an almost 
limitless number of outlets for the 
mortgages the act insures. The Goy- 
ernment is doing its best to establish 
a sound basis for this financing and 
| has provided certain commendable 
| building standards. However, the Man- 
|ufacturers Trust Company believes 
that it cannot delegate its responsibility 
to invest its funds. We set up the same 
safeguards and requirements for a 
$4,000 F.H.A. loan as for a $400,000 
| building loan. An appraisal is made of 
| the land, the plans and specifications 
are checked in detail, the cost of con- 
| struction estimated, the job inspected 
| as often as required to see that specifi- 
cations are adhered to, and the credit 
| standing of the mortgagor is investi- 
| gated. All of which sums up to the fact 
| that we are anxious to cooperate with 
the F.H.A. but are using our own best 
judgment to see that the loans we make 
_ thereunder will not have to call on the 
| Government’s insurance. In our servic- 
| ing of these mortgages, as in those we 
are now servicing for other institutions, 
periodic inspections will be made to 
| insure the mortgagor’s care and upkeep 
| of the property. Too many safeguards 
| cannot be erected around security. 

| Whether real estate in the next few 
years develops a boom or whether the 
| expansion is confined to the restoration 
| of more normal living conditions, banks 
| will be faced with decisions on con- 
struction loan policies. It must be borne 
in mind that the institutions will be 
| lending not for the temporary accom- 


| modation of customers whom they are 


| anxious to please, but for the permanent 
| service of the community. The move- 
ment toward housing and a strong 
financial base for the nation’s real 
estate means much to banks. 

Many forces, including that of natu- 
ral recovery, are now working, it ap- 
pears, on what might be called the 
housing consciousness of the people. 
Several agencies of the Government are 
endeavoring to establish a better sys- 
tem for handling the financial aspects 
of real property, and banks which 
choose to utilize the facilities of the 
National Housing Act or the provisions 
of the new Banking Act, have splendid 
opportunities for investments. 

A last suggestion from an architect 
to bankers is this: retain as specialized 
a technical personnel for your mortgage 


portfolio as for your bond portfolio. 
BANKING 
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The 
New York Trust 


Company 


Member of the Federal Reserve System and of the New York Clearing House Association 
I0O0 BROADWAY 


40th St. & Madison Ave. 


Fifth Ave. & 57th Se. 


CONDENSED STATEMENT OF CONDITION 
At the close of business, September 30, 1935 


RESOURCES 


Cash on Hand, in Federal 
Reserve Bank and Due 
from Banks and Bankers $135,947,122.09 


United States Government 
Securities . . 154,157,069.43 


Reconstruction Finance 
Corporation Notes . 2,500,000.00 


Other Bonds and Securities 44,224,987.80 
Loans and Bills Purchased. 113,170,402.90 


Accrued Interest and Other 


Resources . 2,951,211.09 
2,368,513.41 


637,737.64 


Mortgages Owned . 
Equities in Real Estate 
Banking Houses — Equity 
and Leasehold 
Customers’ Liability for 


Acceptances and Letters 
of Credit 


Liability of Others on Ac- 
ceptances, etc., Sold with 
Our Endorsement 


2,719,332.36 
3,000,268.74 


464,820.35 
$462,141,465.81 


LIABILITIES 
$12,500,000.00 
20,000,000.00 


Capital 
Surplus 


Undivided 
Profits . 1,361,490.44 $33,861,490.44 


Reserves: 


For Contingencies 11,404,227.97 


For Taxes, Interest, etc..  6,073,981.44 


Deposits . 382,885,942.66 


Outstanding 
Checks . 23,661,558.71 406,547,501.37 


Dividend Payable 


September 30, 1935 . 625,000.00 


Acceptances and Letters of 
Credit. . . . . . 3,164,444.24 


Acceptances, etc.,Sold with 


Our Endorsement 464,820.35 


$462,141,465.81 


United States Government obligations and other securities carried at $16,645,781.57 in the above 
statement are deposited to secure public and trust deposits and for other purposes required by law. 


Trustees 


MALCOLM P. ALDRICH 
New York 


ARTHUR M. ANDERSON 


RUSSELL H. DUNHAM 
President, Hercules Powder Company 


EDWARD E. LOOMIS 
President, Lehigh Valley Railroad Co. 


ROBERT A. LOVETT 


J. P. Morgan & Company 


MORTIMER N. BUCKNER 
Chairman of the Board 
JAMES C. COLGATE 
James B. Colgate & Company 


WILLIAM F. CUTLER 
Vice-President 
American Brake Shoe ( Fdy. Co. 


FRANCIS B. DAVIS, JR. 


President, United States Rubber Co. 


HARRY P. DAVISON 
J. P. Morgan & Company 
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SAMUEL H. FISHER 
Litchfield, Conn. 


JOHN A. GARVER 
Shearman & Sterling 


ARTEMUS L. GATES 
President 


F. N. HOFFSTOT 


President, Pressed Steel Car Co. 


B. BREWSTER JENNINGS 
Standard Oil Co. of New York 


Brown Brothers Harriman & Co. 


HOWARD W. MAXWELL 
New York 


HARRY T. PETERS 
New York 


DEAN SAGE 
Sage, Gray, Todd & Sims 


LOUIS STEWART, SR. 
New York 


VANDERBILT WEBB 
Milbank, Tweed, Hope & Webb 
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Guaranty Trust Company 


of New York 


MAIN OFFICE 
140 Broadway 


BRUSSELS LIVERPOOL 


MADISON AVE, OFFICE 
Madison Ave. at 60th St. 


FIFTH AVE. OFFICE 
Fifth Ave. at 44th St. 


LONDON PARIS HAVRE ANTWERP 


Condensed Statement, September 30, 1935 


RESOURCES 

Cash on Hand, in Federal Reserve Bank, 
and due from Banks and Bankers - $ 589,553,306.90 
Bullion Abroad and in Transit . 12,648,056.00 
U. S. Government Securities 440,819,593.50 

Notes of serena Finance Corpora- 
tion. 20,000,000.00 
Public Securities 49,815,492.04 
Stock of the Federal Reserve Bank 7,800,000.00 
Other Securities . . . 23,969,843.40 
Loans and Bills Purchased 578,626,682.97 
Credits Granted on eee 30,686,434.50 
Bank Buildings . . . 13,613,380.39 
Other Real Estate 346,464.88 
Real Estate Bonds and Mortgages. 2,819,587 .59 
Accrued Interest and Accounts Receivable 8,880,711.31 
$1,779,579,553.48 


LIABILITIES 


$ 90,000,000.00 
170,000,000.00 
6,598,517.06 
$ 266,598,517.06 
2,700,000.00 


Capital . 
Surplus Fund . 
Undivided Profits 


Dividend Payable October 1, 1935 . 

Accrued Interest, Miscellaneous Accounts 
Payable, Accrued Taxes, etc. . 

Items in Transit with Foreign Branches ‘ 

Acceptances . ... $51,339,440.59 

Less: Own Acceptances 
Held for Investment 


7,947,672.44 
1,531,444.99 


20,653,006.09 


30,686,434.50 
Liability as Endorser on Acceptances and 
Foreign Bills . . * 7,326,111.00 
Deposits .. « «+ $1,436,465,811.93 
Outstanding Checks 26,323,561 .56 
1,462, 789,373.49 


$1,779,579,553.48 


WILLIAM C. POTTER, Chairman W. PALEN CONWAY. President 
EUGENE W. STETSON, Vice-President 


DIRECTORS 
. Vice-Chairman, British- EUGENE G. GRACE President, 
imi Bethlehem Stee! Corporation 
W. A. HARRIMAN .. . . of Brown Brothers 
Harriman & Co 
JOHN A. HARTFORD. . President, The Great 
Atlantic & Pacific Tea Company 
DAVID F. HOUSTON . President, The Mutua! 


GEORGE G. ALLEN 
American Tobacco Company, Limited, 
and President, Duke Power Company 

W. PALEN CONWAY .... . President 

CHARLES P.COOPER ..... . Vice-President, 

American Telephone & Teiegraph Company 

JOHN W. DAVIS . . . of Davis Polk Wardwell 


Gardiner & Reed 

HENRY W. de FOREST 
ARTHUR C. DORRANCE  .President, Campbell 
up Company 
EDWARD D. DUFFIELD President, 
The Prudential Insurance Company of America 
CHARLES E. DUNLAP. ._ President, Berwind- 
White Coal Mining Company 
LEWIS GAWTRY President, 
The Bank for Savings in the City of New York 
ROBERT W. GOELET Real Estate 
PHILIP G. GOSSLER President, 
Columbia Gas & Electric Corporation 


Life Insurance Company of New York 
CORNELIUS F. KELLEY President, 
Anaconda Copper Mining Co. 

THOMAS W. LAMONT of J. P. Morgan & Co. 
WILLIAM C. POTTER Chairman of the Board 
GEORGE E. ROOSEVELT . of Roosevelt & Son 
EUGENE W.STETSON .. . . Vice-President 
CORNELIUS VANDERBILT WHITNEY Banker 
GEORGE WHITNEY . of J. P. Morgan & Co. 
THOMAS WILLIAMS of I. T. Williams & Sons 


L. EDMUND ZACHER .. . President, 
The Travelers Insurance Company 


Women in Banking 


(CONTINUED FROM PAGE 37) 


women seem to care little whether they 
know even the most elementary rules 
of economics and finance. Perhaps it’s 
their own fault. Perhaps it’s the fault of 
the men. In any event women asa Tule 
make only a feeble effort to learn how to 
handle their own financial affairs intel}. 
gently. They are too willing to leave it 
to the men. But the bank woman is try- 
ing to help other women handle their 
finances more intelligently. 

The American women who have 
chosen banking as their profession have 
fared much better than their sisters in 
other lands. Perhaps the one exception 
is a bank in China, in which a majority 
of the stockholders, staff and customers 
are women and girls. The head of the 
bank is the daughter of a Shanghai busi- 
ness man, and her policy of extreme con- 
servatism has brought her bank through 
the most trying times, times which 
caused the failure of many a man-run 
Chinese bank in Shanghai. This is in- 
deed progress in a country where, not so 
very long ago, only the most promising 
female infants were permitted to live. 

What of the future of women in bank- 
ing? It naturally depends almost en- 
tirely on themselves. The complexity of 
business is bound to increase, and the 
bank woman—as the bank man—must 
keep in touch with those changes that 
affect the banking business. Women 
have certain qualifications that should 
help to make them natural students of 
the human side in banking, and their 
intuitions should be brought into play 
in keeping an ear turned to vox populi, 
that powerful factor which can cause 
bank holidays when it gets stampeded 
in the wrong direction. After all, a 
sound relationship between banks and 
the public is a question of education. 

-What of this so-called conspiracy to 
take women out of business and put 
them “back in the home where they be- 
long?” Probably no such conspiracy 
exists. If it does exist, what of it? In the 
final analysis women will get just as far 
in the business world as they deserve 
and will be in it just as long as they have 
an economic value to business. 

There is a golden opportunity at hand 
in the banking business for women with 
the right qualifications and the desire to 
work hard in the face of obstacles. 
Above all they must learn the banking 
business; then they can demonstrate 
what they can do and show that they 
can accept responsibility. Actions have 
always spoken louder than words. 


BANKING 


“Is there a more economical plan 
for posting depositors’ checking account 
records that will meet our requirements?” 


Burroughs has recently published a booklet on 
this subject which has attracted considerable 
attention among bankers. Without recommend- 
ing any particular system or equipment to handle 


WHICH PLAN OF POSTING 
Is BEST FOR 
OUR BANK? 


Name 


Address 
Bank and Title 


the work, the booklet gives an analysis of the 
posting plans now in most general use. 


A careful reading will, we feel, enable a bank to 
determine whether any variation in its present 
posting plan would effect practical economies. 
If your bank has not received its copy, we will 
send one to you if you will mail the coupon. 


BURROUGHS ADDING MACHINE COMPANY, DETROIT, MICHIGAN 


I shall be pleased to have you send us a copy of “Which Plan of Posting is Best for Our Bank,” 
for which I understand there is no charge or obligation. 
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Bank Tax Amendment 


following article, published in 
the October 5 issue of The Commer- 
cial West (Minneapolis), concerns a 
subject that is of interest to banking 
institutions generally: 

“Bankers are sure to have another 
big fight on their hands when Congress 
convenes in January because Congress- 
man Henry B. Steagall, in St. Paul last 
Saturday to address the Independent 
Bankers Association, told Commercial 
West that he intended to push his 


1863 


amendment to section 5219 giving 
states the right to tax national banks, 
and along with them, of course, state 
banks, to any extent that legislatures 
may see fit. 

“One of the first things I shall do 
when Congress reconvenes,’ said the 
Alabaman, ‘is to take up House Bill 
8610 which I introduced last session, 
and which was left in the committee on 
banking and currency.’ 

“Asked if his amendment would not 


set up national banks (and with them 
state banks) in a class by themselves for 
taxation, Mr. Steagall replied that it 
would, in effect. 

“<Then that, Mr. Steagall, would 
enable states to tax all banks to any 
extent they saw fit, even out of exist. 
ence, would it not?’ to which Mr. 
Steagall replied in the affirmative, 
adding what the states might do was no 
particular concern of his or the Federal 
Government’s. Qualifying the state. 
ment a bit Congressman Steagall added: 
‘But no state is going to tax its banks 


| out of existence. They have got to have 
| banks. Remember, my bill does not 


1935 


j= accumulated experi- 
ence of The First National 
Bank of Chicago covers more 


than seventy years. 


The 


Divisional Organization since 
1905 has developed direct 
contacts between officers of 
the bank and its customers. 


Correspondent banks have 
found the relationships 
under the plan both pleasant 


and profitable. 


The First National 
Bank of Chicago 


Charter Number Eight 


propose to tax national banks at a 
higher rate than state banks.’ 

“Question: ‘Yes, but states could 
tax their state banks at will and so 
doing tax national banks on the same 
basis, could they not?’ 

“ Answer: ‘They could and in some 
states should.’ 

“Question: ‘In your own state of 
Alabama, for instance, where banks are 
taxed only 5 per cent on their net 
income?’ 

“Answer: ‘Is that what they’re 
taxed there? I don’t remember.’” 


SIMPLY A START 


““AS a matter of fact,’ continued 
Congressman Steagall, ‘this amend- 
ment is simply a start. We’ve got to 
begin somewhere in order to obtain a 
more even and adequate taxation by 
states throughout the nation.’ 

“House Bill 8610 would wipe out of 
the Federal statutes the safeguard that 
bankers, large and small, state and 
national, have had against excessive 
taxation ever since the national bank 
law was enacted and would leave them 
at the mercy of state legislatures which 
could confiscate their business if they 
so willed. 

“The safeguard in section 5219 is 
that national banks may not be taxed 
at a higher rate than competing money 
or capital. The Steagall amendment 
takes away this protection, would 
allow states to soak banks at will.” 

The publication recalls that the First 
National Bank of St. Paul won its 
famous suit in 1922 in the Supreme 
Court of the United States against the 
ad valorem tax law and that national 
banks of the state, with few exceptions, 
had since been paying taxes “under a 
gentlemen’s agreement, whereby they 
paid 75 per cent of the amounts levied 
against them.” 
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Statement of Condition September 30, 1935 


Assets 


Cash, Due from Banks and Bankers $133,375,429.00 
Exchanges for Clearing House 44,850,238.98 
U. S. Government Securities 509,309,539.19 
Demand Loans 43,249,881.67 
Time Loans and Bills Discounted 166,891,212.98 
State and Municipal Bonds 45,729,804.72 
Stocks of Federal Reserve Bank and Bank for 

International Settlements 2,300,000.00 
Other Securities and Investments 17,723,587.44 
Mortgages Owned 2,356,747.10 
Banking Premises 20,433,668.60 
Real Estate Formerly Occupied as Banking Premises . . . 1,400,924.30 
Accrued Interest and Accounts Receivable 5,162,668.60 
Customers’ Liability on Acceptances 1,587,393.79 
Liability of Others on Acceptances, etc., 

Sold with Our Endorsement 6,950,635.83 


$1,001,321,732.20 


Liabilities 
$25,000,000.00 
Surplus Fund 50,000,000.00 
Undivided Profits 13,807,871.83  $88,807,871.83 
Contingency Fund 16,571,189.58 
U. S. Government Deposits, Secured . . . 19,769,300.00 
State and Municipal Deposits, Secured . . 80,116.79 
Other Deposits 841,875,399.38 
Outstanding and Certified Checks . . . . 22,648,601.06 884,373,417.23 
Dividend Payable October 1, 1935 1,250,000.00 
Accrued Interest Payable <a 2 39,036.67 
Unearned Interest 243,583.41 
Reserve for Taxes and Expenses 1,145,448.79 
Outstanding Acceptances 3,737,291.39 
Less Amount in Portfolio 1,796,742.53 1,940,548.86 
Acceptances, etc., Sold with Our Endorsement 6,950,635.83 
$1,001,321,732.20 
As required by law, bonds carried at $23,150,745.58 have been deposited to secure deposits as 
indicated above and for other purposes. 


DIRECTORS 
SEWARD Prosser, Chairman, Managing Committee A. A. TILngy, Chairman of the Board 
Henry J. Cocuran, Vice Chairman of the Board S. SLOAN Cott, President 
StTePHEN Bircu L. De Bost James G. Harsorp Paut Moore 
Cornetius N. Biss Joun I. Downey Frep I. Kent Dantet E. Pomeroy 
Txomas CocHRAN S. Parker GILBERT Gates W.McGarran _-Hersert L. Pratt 
Joun J. Raskos Cuartes L. Tirrany B. A. TomMPxIns 


BANKERS TRUST COMPANY 


16 WALL STREET «+ NEW YORK 


FIFTH AVENUE at 42nd STREET . 57th STREET at MADISON AVENUE 
LONDON OFFICE: 26 OLD BROAD STREET 
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‘(UR chief concern today is that of 
freeing the channels of interna- 
tional trade from obstacles which con- 
tinue to retard the economic movement 
of goods and services,” says James A. 
Farrell, chairman of the National For- 
eign Trade Council, in his call for the 
22nd convention, to be held at Hous- 
ton, Texas, November 18-20. 
“We have reached the stage,” Mr. 
Farrell asserts, ‘where national effort 
should be directed to the solving of our 


Stabilization a First Step 


remaining problems in foreign trade, by 
seeking to translate into practice, at an 
early date, the sound monetary and 
commercial principles which by general 
accord, as reflected in the recommenda- 
tions of the Congress of the Interna- 
tional Chamber of Commerce, are ac- 
cepted by all countries as indispensable 
to complete world recovery. 

“The National Foreign Trade Con- 
vention, held last year in New York, 
went on record in support of early sta- 


bank check is money and with 
the maker’s authorized signa- 
ture at the bottom the bank 
upon which it is drawn must 
honor it for any amount up to the 
total on deposit. Banks safeguard 
depositor’s money while it is physi- 
cally in the bank with stone walls, 
iron bars, and safes of incredible 
strength. But when a check is drawn 
the amount it calls for—and some- 
times many times as much—actually 
leaves the protecting walls of the 
bank at that instant. That piece of 
paper from that moment must pro- 
tect itself. 

Forgery crimes increased in the 
state of New York in the first six 
months of this year 68%. It is to be 
assumed that the national increase is 
equally alarming. In a crime era 
such as the present it is the social 
and business obligation of a bank to 
render super-safety to the funds of 


THE TODD COMPANY, Inc. 


The Protectograph Check Signers 
Bank Books and Check Book Covers 


VOID VOID 
VE 


¥ 


depositors while they are in transit. 
This can only be done through a 
check that inherently provides super- 
safety. 

Super - safety means something 
more than mere safety. It means 
something supremely safe—something 
made as safe as human ingenuity 
can conceive. Todd Super-Safety 
Checks give depositors the safety for 
their funds in transit to which they 
are entitled. Super-Safety Checks 
defy alteration and counterfeiting. 
They are insured against check 
fraud losses. Their safety is appre- 
ciated by depositors. They are a 
plus service which banks can mer- 
chandise. Their “VOID” feature 
alone is another proof of the plus 
services you render. 

Write or ask the nearest Todd man 
to demonstrate their remarkable 
value. Offices and service in all prin- 
cipal cities, 


ROCHESTER, NEW YORK 


Greenbac Checks @ Super-Safety Checks 
Stationery and Bank Supplies 


bilization of international exchange and 
return to a definite and known mone. 
tary system as a first step towards re. 
covery, supplemented by the balancing 
of national budgets. How to give effect 
to these requirements is a question 
which will engage the earnest considera. 
tion of the convention at Houston, hay- 
ing regard to the weight given by other 
countries to United States initiative in 
this matter.” 

Invitations to participate in the 
Houston discussions have been extended 
to representatives of foreign nations 
and the council expects that prominent 
members of the Administration at 
Washington will speak. Attendance of 
the chairman and members of the Amer- 
ican Economic Mission to the Far East 
will add to the interest taken in sessions 
dealing with this country’s trade with 
the Orient. The convention will be in- 
formed of the steps being taken by the 
council to organize similar missions to 
Latin-American nations, with the ob- 
ject of giving effect to the conclusions of 
the Montevideo Conference of 1933 for 
the stimulation of trade between the 
Americas. 

The Latin American session promises 
to be of leading importance, in view of 
the special problems to come before it. 
Invitations to send delegates have met 
with a favorable response. 

“Emerging from a period of experi- 
mentation looking to domestic recovery 
from the dislocations in world commer- 
cial relationships,” observes Mr. Far- 
rell, “we now enter upon the task of ad- 
justing our national economy to our 
needs, as a nation to whom interna- 
tional trade is indispensable to complete 
recovery and restored prosperity. Of 
timely importance, therefore, will be 
the cotton and tobacco sessions, which 
will seek to inform the country of the 
serious consequences to these leading 
export commodities of policies that lead 
to a decline in exports, and which are an 
incentive to the increased growth of 
cotton and tobacco in other countries, 
with reactions disturbing to our foreign 
trade in other products.” 

Fifteen hundred delegates are ex- 
pected to attend the convention which 
brings together representatives of agri- 
culture, industry and commerce, bank- 
ing, transportation, insurance, foreign 
trade organizations, government serv- 
ices, chambers of commerce, boards of 
trade, and other elements of the coun- 
try’s economic life. Meetings will be 
held at the Rice Hotel, Houston. 
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EW profits piled up—substantial savings effected— 
when Maryland engineers dig into the problems of 


industrial clients 


V Fear of injury dispelled among 2600 punch press 
operators in one plant—accidents reduced 


66-2 /3%—production increased as high as 85¢. 


Y Drivers of large commercial fleets shown how to 


cut repair bills 75%—reduce accidents 50¢. 


VY Department store worried for months about acci- 
dents in aisle. Maryland recommendations for re- 
moval of “distraction” completely eliminated falls. 


The research and practical advice of Maryland safety 
engineers has a dollar-value both to the agent who has indus- 
trial prospects and to the manufacturer who is a policyholder. 


me 


SILLIMAN EVANS 


President 
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Government Mortgage Loans 


EVEN hundred members of the 
Mortgage Bankers’ Association of 
America concluded their 22nd annual 
convention at French Lick, Indiana, 
early in October by adopting a series of 
resolutions with respect to Govern- 
ment activities in the mortgage field. 
Calling attention to the rediscount 
facilities already available for urban 
real estate mortgage loans, the associa- 
tion opposed the creation of a Federal 
mortgage bank. Concerning farm loans, 


the association recognized the valuable 
work done by the Government, but 
emphasized that private lending was 
now earnestly seeking entrance into 
this field. The resolution appealed to 
the Government to devote itself to the 
administration of loans already made 
and to cease extension of new credits. 

Other resolutions urged closer con- 
tact with the Federal lending organiza- 
tions and authorized the association’s 
board of governors to devise and put 


PACKING | 


A COMMERCIAL BANK THAT AFFORDS 


ITS CORRESPONDENTS CLOSE CONTACT 


WITH EVERY 


IMPORTANT 


INDUSTRY 


CONTINENTAL ILLINOIS 


NATIONAL BANK AND 
TRUST COMPANY 


OF CHICAGO 


into effect measures for combating 
Government activity in the mortgage 
field and to effect a discontinuance of 
Federal lending. 

M. S. Szymezak of the Federal Re. 
serve Board, a convention speaker, said 
the Government was not contemplating 
expansion of its loan activities. “In 
any case,” he asserted, “I’m not very 
worried about you fellows because a 
patient doesn’t start complaining until 
he’s convalescent, and the way you 
are complaining shows you’re nearly all 
healthy again.” 

Silas H. Strawn, former president of 
the American Bar Association and of 
the United States Chamber of Com- 
merce, pointed out that the tendency of 
bureaucracy was to perpetuate itself 
and that this should be a matter for 
serious thought. 

Charles B. Robbins, general counsel 
of the American Life Convention, said 
the Government had preempted the 
farm loan business, the oldest loan field. 

William I. Myers, governor of the 
Farm Credit Administration, pointed 
out that the Federal land banks were 
organized as farmers’ cooperative credit 
institutions and had 19 years of sound 
loans behind them. Extension of Gov- 
ernment loans to farmers, he said, had 
been a matter of emergency. 

Owen M. Murray of Dallas, Texas, 
retiring president of the association, as- 
serted that unless the mortgage bankers 
took strong defensive steps, the Govern- 
ment would supplant them entirely. 
Inasmuch as the emergency had passed, 
he believed it was time for the Govern- 
ment to get out of the lending business. 

L. A. McLean of Louisville was 
elected association president for the 
next year. The new vice-presidents are: 
Frank C. Waples, Cedar Rapids, Iowa; 
James W. Collins, Salt Lake City; 
Frank C. Evans, Crawfordsville, Indi- 
ana; and L. E. Mahan, St. Louis. 

Newly elected governors, in addition 
to those whose terms have not expired, 
are: R. M. Ireland, Portland, Oregon; 
R. O. Deming, Jr., Oswego, Kansas; 
J. P. Hogan, New Orleans; A. D. 
Fraser, Cleveland; H. C. Peiker, De- 
troit; C. A. Campbell, Toledo; E. H. 
Louges, Council Bluffs, Iowa; H. F. 
Williams, Minneapolis; H. A. Merri- 
field, Milwaukee; K. E. Nettleton, New 
Haven, Connecticut; William Bartlett, 
St. Joseph, Missouri; H. G. Woodruff, 
Detroit; Murray Waters, Hartford, 
Connecticut; and Frederick P. Champ, 
Logan, Utah. 
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SEMI-ANNUAL STATEMENT 


JUNE 30, 1935 


ASSETS LIABILITIES 


Cash in Banks & Trust Companies $12,345,706 51 Capital Stock . . . . . « . $14,500,000 00} 
Bonds and Stocks. . . . . . 77,020,291 59 Reserve for Unearned Premiums . 35,957,498 00 
Premiums uncollected, less than Reserve forLosses . . . . . 4,225,75900 
90daysdue. . . . . . 8,833,845 27 Reserve for Unpaid Reinsurance . 654,836 06 
Accrued Interest. . . . . . 278,540 00 Reserve for Taxes and Accounts . 1,150,000 00 
Other Admitted Assets. . . . 854,918 00 NET SURPLUS . . . 42,845,208 31} 


NOTE: Securities carried at $2,793,926.00 


$99,333,301 37 and cosh $50,000.00 in the above state- $99,333,301 37 


ment are deposited os required by law 


Surplus as regards policy-holders . $57,345,208 31} 


At a meeting of the epee held on the !0th day of May, 1935, the Company was —— to increase 
its Capital Stock from $12,000,000 to $15,000,000 and the number of shares from 2,400,000 to 3,000,000, and to 
exchange 500,000 shares thereof for certain cash and securities, which transaction was conioied on the ISth day 
of May, 1935. The certificate authorizing the issuance of additional Capital Stock was approved vt the Insurance 
Department of the State of New York on the 13th day of May, 1935. Verification of the new Capita 
tion was not completed by the Insurance Department until the 8th day of August 1935 


THE HOME 


INSURANCE COMPANY 


NEW YORK [| snocn 


Stock transac- 


AUTOMOBILE 

WINDSTORM 

RIOT & CIVIL DIRECTORS REPUTATION 
COMMOTION JOHN CLAFLIN CHARLES G. MEYER GORDON S. RENTSCHLER 

AND LEWIS L. CLARKE WILLIAM L. DE BOST ROBERT GOELET 
ALLIED LINES OF WILLIAM S. GRAY WILFRED KURTH HERBERT P HOWELL SERVICE 
INSURANCE CHARLES L. TYNER EDWIN A. BAYLES MORTIMER N. BUCKNER 
FRANK E. PARKHURST GEORGE McANENY 
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Controls for Equipment 


ITH an eye to paring operating 

costs, purchasing new equipment, 
amortizing installed machinery, and 
keeping within a budgeted figure, banks 
are adopting equipment cost accounting 
principles to achieve savings and in- 
crease efficiency. Some have established 
research departments, operating for 
this goal; others have entrusted this 
branch of the work to supply and pur- 
chasing departments. 


The practice of one large institution 
is to record the name, number and man- 
ufacturer of a new machine on 5 x 8 
white cards. Under these routine nota- 
tions are listed the departments cur- 
rently using the machine, its probable 
useful life, the number of hours per day 
or week it operates, etc. These data can 
be readily secured from the operating 
head of the department and need not 
cover an actual count of the hours; a 


PLEDGED TO SERVE... 


Throughout America, 6,500 representatives of the STANDARD Accident Insurance 
Company of Detroit stand ready to extend a helping hand to policyholders in their 
time of need. e Pledged to the highest ideals of service and protection, the STANDARD 
agent is a staunch guardian of your interests before and after disaster strikes. 
An experienced insurance counselor, his recommendations are made only after 
careful study ... coverage is tailored to fit the exact needs of individuals, business 
or industry. e¢ Back of every agent is the experience and the resources of this 51- 
year-old institution. STANDARD has paid more than $143,000,000 in claims. Today, 
over a million people enjoy the security of STANDARD insurance and bonds. 
e STANDARD agents everywhere are always available for counsel. 

In addition to Safe Deposit Box Burglary and Robbery Insurance, Standard writes Bank Burglary and 


Robbery, Messenger Robbery (outside holdup), Bankers’ and Brokers’ Blanket Bonds, Forgery Bonds, as 
well as all forms of Casualty Insurance and Fidelity and Surety Bonds. 


51 YEARS OF SERVICE 


STANDARD ACCIDENT INSURANCE COMPANY 
of Detroit 


Over $143,000,000 paid in claims 6,500 Agents, throughout America 


fairly close approximation is sufficient 
for the record. 

Many banks have their own repair 
and maintenance departments, which 
are required to report all machines re. 
paired and parts replaced. Thus a rec- 
ord is kept for each item, on the reverse 
of the card. When it is necessary to call 
for the manufacturer or for outside re- 
pair work, a requisition form properly 
signed by the operating department 
head is filed with the department au- 
thorized to summon outside assistance 
for repair work. In this way a check is 
kept of all repair and maintenance work 
performed and the costs. When it is as- 
certained from the cards that an unusu- 
ally large number of repairs is being 
made on one machine and investigation 
discloses that the machine is worn out, 
the equipment is charged off and new 
machinery installed. 

Next a control figure is secured by 
totaling the cards. This is increased by 
the purchase of new machinery and de- 
creased as depreciation charges are 
made or as equipment is scrapped. 
Quarterly depreciation charges are 
usual and as each machine approaches 
full amortization, the records are stud- 
ied and the piece is compared with the 
newer models. The new equipment is 
frequently requested from the manu- 
facturers for trial runs under conditions 
closely duplicating working routine. 

This may seem to require a great deal 
of time and effort, but after the estab- 
lishment of the system, it is practically 
automatic and can be kept in perfect 
order with not more than four or five 
hours of time each week. The results 
produced are well worth this effort. 

Sometimes these cards furnish the 
basis of utilization of an installed ma- 
chine in more than one department. 
For example, it was discovered that a 
machine used by the bond department 
could also do auxiliary service in the 
foreign department at peak times, the 
only necessary alteration being the ad- 
dition of a platen to hold more forms. 

The cards have furnished an intelli- 
gent guide to the purchasing of new 
machinery and equipment; they have 
the data necessary to keep machinery 
costs at a minimum; they guard against 
obsolete equipment impairing efficiency. 
It is possible by a careful check to keep 
much of the machinery employed at 
various places in the bank for the maxi- 
mum number of hours. 

Henry F. 
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ROCHESTER, N. Y. 


a Sound Basi 
for Allowing 
Loans 


We Guard 


Your 
Collateral 


HE Douglas-Guardian plan is a sound, 
successful method of issuing warehouse 
receipts against inventory. 
Any inventory that is non-perishable — and 
that can be segregated and identified — wher- 
ever it may be — is suitable for field storage. 


With this active inventory as your security, you 
are in position to pass far greater sums of credit 
than is possible under the usual procedure of 
open lines. 


The manufacturer is not handicapped under 
our system — because as he liquidates his in- 
ventory, the merchandise is automatically re- 
leased and your loan repaid. 


Loans on field warehoused merchandise are 
made on active inventory with a ready market 
and are self-liquidating. The security is far more 
tangible and adequate than obtained when 
loans are made on merchandise under the 
control of the manufacturer. 


Commodities on Which 
We’ ve Issued Field Ware- 
house Receipts 


Alcohol, Canned Goods, Cotton, Cot- 
tonseed Oil, Cottonseed Meal, Coal, 
Lumber, - Hides, Malt, Molasses, 
Petroleum Products, Pickles in Vats, 
Rice, Ready-made Clothing, Seeds, 
Syrup, Steel Products, Sugar, Summer 
and Winter Suits, Staves, Stoves, 
Sulphur, Wool, Woolen Piece Goods, 
Wines and Whiskies, Wooden Crates, 
Zinc Slabs and many others. 


Douglas-Guardian Warehouse Corporation is a 
national service, under capable management — 
with every facility for the legal and speedy 
transaction of any type of field warehousing 
business. 


Banks holding our receipts are protected by 
a superior type of bond, covering bonded repre- 
sentatives, and by insurance fully covering 
warehousemen’s legal liability for loss, damage 
or destruction of property of others while held 
in storage in warehouse buildings and/or stor- 
age yards and/or storage premises used for 
tank storage leased, operated or maintained 
by them. 


Why not consult us, confidentially, concerning 
any specific loan you have in mind? Or ask for 
details of our system that will enable you to 
serve deserving customers with a more adequate 
credit and absolutely sound security. Address 
our nearest office. 


Invitation to 
Visiting Bankers 


Our New Orleans headquarters is just 
five blocks from the Hotel Roosevelt, 
118 North Front Street— where we 
have offices in conjunction with our 
parent company, Douglas Public 
Service Corporation. We'd like to 
show you bonded collateral in this 
very building on which warehouse 
receipts have been issued and answer 
any questions covering this tried and 
proven plan for protected loans. Tele- 
phone Main 6063-6067. 


DOUGLAS-GUARDIAN WAREHOUSE CORP. 


Nation-wide Warehousing Service 


NEW ORLEANS, LA. 
118 N. Front St. 


EASTON, MD. 


407 Temple Bldg. Stewart Bldg. 
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CHICAGO, ILL. 
100 W. Monroe St. 


NEW YORK, N. Y. 
100 Broad St. 


DALLAS, TEXAS 
702 Tower Petroleum Bldg. 


FAYETTEVILLE, ARK. 
Appleby Bldg. 


MADISON, WIS. 
155 E. Wilson St. 
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Borrowing Spending 


OVERNMENT borrowing and 
spending as a factor in the increase 

of bank deposits were less influential in 
the early part of this year than during 
1934. The deficit for the January-June 
period was $1,442,000,000. This has 
been covered, roughly, by a draft upon 
the Treasury’s cash in the general fund 
of $722,000,000; an increase in the pub- 
lic debt of $222,000,000; and a $500,- 
000,000 draft on the Reconstruction 
Finance Corporation’s loan repayments 


as appropriated by Congress for the 
purpose. Most of the Government’s 
expenditures represented by this deficit, 
accordingly, have been covered by 
money already in the banks, transferred 
from ownership by the Government to 
ownership by individual or corporate 
depositors. 

This process, however, has about 
reached its limit. While the general 
fund balance in the Treasury at around 
$1,750,000,000 is still large as com- 


These 


"TEMPTATION made them criminals overnight. Some of the banks they victimized were rendered 
insolvent by excess loss. Others were seriously embarrassed. Typical of common cases are 


those picked at random below. 


Total Loss 


$93,800.32 


Teller, 1! years with bank, lived beyond means, financed personal specula- 


tions with bank funds. 


Bookkeeper, employed 9 years. Bonded for only $2,000.00. 
Trust Dept. Teller embezzled over period of 3 years to finance private 


venture. 


Branch Manager manipulated individual ledger to conceal shortages. 


41,453.83 


Were All 


Son-in-law of President embezzled funds. Forced bank into receivership. 


Teller, employed 12 years, forged withdrawal checks on dormant accounts. 


Description 


Experience leads us to believe that banks study their fidelity and surety requirements very 
closely. Nevertheless, new business, new employees, new legislation and rate changes suggest 


the need 


for a periodic outside survey. The National Surety 


orporation’s field representatives 


will gladly and without cost analyze your coverages with a view to the elimination of weak- 
wom. if any, and to assure the fullest protection possible with the most economy. Ask the 
ational Surety representative in your community about this definitely helpful service. 


There are National Surety representatives everywhere. Each is a specialist in Fidelity, Surety, 
Forgery and Burglary protection, thoroughly equipped to serve you. 


NATIONAL SURETY 
CORPORATION 


VINCENT CULLEN, PRESIDENT 


pared with what it used to be, the 
actual working balance is compara. 
tively low—around a billion dollars 
lower than at the beginning of the year, 
Much further reduction in view of vast 
expenditures in sight will doubtless be 
considered unwise. In any event, money 
so used goes into new bank deposits, 
Further drafts upon the R.F.C. are 
not authorized, even if practicable, 
The result is that, with the conversion 
of the last Liberty loan bonds out of the 
way, the borrowing program which js 
to cover the deficit of about $3,500, 
000,000 anticipated in the Treasury’s 
revised estimates will soon commence, 
This involves the cycle that was so 
influential in building up bank deposits 
in 1934: money taken from the banks 
and the public by the sale of bonds, its 
expenditure in a way which routes it 
back into the banks, counted as de- 
posits put into investment, and then 
again as deposits as it flows back either 
to be invested again or passed to grow- 
ing excess reserves. 

The borrowing-spending program 
alone will probably increase bank de- 
posits in the next few months to a new 
record. Coupled with imports of gold 
and further Treasury purchases of 
silver abroad the sky seems to be the 
limit. In the present circumstances gold 
imports are of very questionable benefit 
to banks since an increase of deposits 
without loan or investment outlets 
merely piles up unused funds whose 
pressure on the money market will 
continue to force down interest rates 
and returns on satisfactory investments. 

The United States is now in much the 
same position as was Great Britain a 
year or more ago when her imports of 
gold became so embarrassing that both 
banks and the British Government dis- 
couraged further receipts so far as was 
practicable and consistent with a free 
international flow of funds. Later a 
movement of gold to the United States 
relieved this pressure, but it is very 
questionable if similar relief is in 
prospect in this country. 

Whether or not the Italo-Ethiopian 
war leads to war in Europe, it is evident 
that European political conditions are 
likely to be more disturbed than more 
peaceful in the near future. Political 
disturbance leads to financial disturb- 
ance with the prospect that, whether 
imported gold is foreign or American 
owned, it will remain in the United 
States indefinitely. 

GrorGE E. ANDERSON 
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COMMERCIAL UNION ASSURANCE COMPANY, LTD. ASS Nay) NG@u THe OCEAN ACCIDENT & GUARANTEE CORPORATION {JD 
AMERICAN CENTRAL INSURANCE COMPANY CHE BRITISH GENERAL INSURANCE COMPANY. LID. 
COLUMBIA CASUALTY COMPANY \ C3 UNION ASSURANCE SOCIETY. LIMITED 
THE PALATINE INSURANCE COMPANY LTD. . tHe COMMERCIAL UNION FIRE INSURANCE COMPANY 
THE CALIFORNIA INSURANCE COMPANY, 

NEW YORK SO ATLANTA SAN FRANCISCO 
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Automobile Financing Plan 


i addressing the New Jersey Associa- 
tion of Underwriters recently, J. A. 
Reid, superintendent of the automobile 
department, New York Underwriters 
Insurance Company, offered a plan for 
financing automobile sales by banks. 
Points in this plan included: 

Basis oF Loans. All loans are to be 
granted on a character basis, i.e., the 
borrower’s willingness and ability to 
pay, the collateral being secondary. The 
collateral, however, is something tan- 


gible with a readily convertible value. 

COLLATERAL. New cars only are to be 
considered for loans with acceptances 
limited to popular makes listing under 
$1,000. The popularity of cars will vary 
by districts, but the list of acceptable 
cars in any event probably will not ex- 
ceed six. There is a two-fold purpose in 
this suggestion: first, popular cars list- 
ing under $1,000 can easily be converted 
into cash if that should become neces- 
sary, whereas the market for higher 


“Oh, But That Won’t 
Happen to ME!” 


Of all the famous last lines, of all the deeply regretted 
convictions you'll probably be sorriest about the idea that 
some particular catastrophe can’t possibly happen to you. 
There was a man who wouldn’t buy windstorm insurance 
because in Ais part of America windstorms were scarce. 
Next day the roof of one of his buildings was blown into 
the river. There was a suburbanite who pooh-poohed the 
explosion hazard and whose boiler blew a wall out a little 
while later. 


Maybe it’s because we in insurance don’t clarify an 
important fact: the rates take into account the frequency 
of occurrence. That’s why windstorm insurance costs less 
than fire insurance. If there really were no hazard, if the 
catastrophe couldn’t happen to you, there wouldn’t be 
insurance available. Really everybody, everywhere, needs 
windstorm insurance. 


When you buy insurance, examine the company as 
you would a firm to which you were offering your largest 
line of credit. Investigate the agent as you would an 
individual to whom you were giving credit on character 
only. You will find that these sound, progressive com- 
panies with their tradition of more than two centuries, 
and the agents who represent them, will stand up well 
under the strong light. 


The 
LONDON ASSURANCE 


The 
MANHATTAN 


Fire and Marine Insurance Company 


The 
UNION FIRE 


Accident and General Insurance Company 


99 JOHN STREET NEW YORK 


priced cars is limited. Second, the aver. 
age amount lended per car probably 
will not exceed $500, with a maximum 
not over $800. Since most loans will be 
on small cars, and since these loans wil] 
be liquidated monthly, the average 
amount per car outstanding will be less 
than $300. This assures a good spread of 
liability. 

AMOUNT OF LOAN; FINANCING THE 
INSURANCE PREMIUM. The amount of 
loan should be limited to two-thirds of 
cash selling price plus cost of insurance, 
By adding the cost of insurance to the 
note the loan is in no way impaired, be- 
cause in the event of cancellation any 
unearned premium will be refunded, 
and it affords an opportunity for the 
bank to invest additional funds to the 
extent of the premium with equal safety 
and without additional expense. 


SMALL LOAN DEPARTMENT 


METHODS or nc. The method 
of handling this class of business by 
banks will vary but it is usually handled 
through a small loan department. That, 
however, is not necessary. The plan is so 
simple in its operation that it can be 
handled with present personnel and 
without any increase in the overhead, 
except possibly the expense of acquiring 
a supply of the few necessary forms. 
Payments are usually made into a sav- 
ings fund account which the borrower 
is required to open with the bank. Some 
banks add a service and a filing charge 
in discounting the note, amounting in 
some cases to 2 per cent of the unpaid 
balance. Other banks charge a flat fee 
of $2.50. In such cases, however, it is 
customary for the bank to allow interest 
on the payments deposited in the sav- 
ings fund account at the rate of 2 per 
cent. This feature, while attractive to 
the borrower, is not essential to the ac- 
quisition of desirable business. The av- 
erage banker today is well satisfied to 
discount good paper at 6 per cent, the 
note being payable in equal monthly 
instalments. 

INSURANCE. The borrower will be re- 
quired to furnish the comprehensive 
form and $50 deductible collision insur- 
ance. Since the comprehensive policy 
covers physical damage (except that 
caused by collision) to an automobile 
from practically all causes, including 
theft, and since the $50 deductible col- 
lision covers all collision damage over 
$50, both the bank and the borrower 
are fully protected against all perils 
which might impair the collateral. 
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WroNGFUL ConveERSION. If a general 
finance business, that is, the financing 
of both new and used cars with and 
without a dealer’s endorsement, were con- 
templated, serious consideration would 
have to be given to the possibility of loss 
due to wrongful conversion. Since, how- 
ever, the plan recommended limits ac- 
ceptances to new cars of A-1 owner- 
ship, the probability of a conversion loss 
is remote. According to figures com- 
piled by the National Association of 
Sales Finance Companies, showing 1934 
experience, the rate of skips per one 
thousand was 2.1. 

REPOSSESSIONS. The rate of repos- 
session, nation-wide, according to the 
National Association of Sales Finance 
Companies is 2.3 per cent. This experi- 
ence is on the “run of the mine”’ busi- 
ness, with and without recourse, on new 
and used cars of well managed and some 
not so well managed finance companies. 
If acceptances are limited to new cars 
only of selected makes purchased by re- 
sponsible parties, the probability of a 
repossession is very remote. If, how- 
ever, it should become necessary to re- 
possess, the bank’s loan is amply se- 
cured with the down payment required 
plus the monthly instalments collected. 
The actual repossession and resale of a 
car could be arranged with a.local dealer 
for a nominal sum. 


EMPHASIZE A NEW SERVICE 


Pusticity. Announcement of the 
plan in local papers emphasizing lower 
finance charges will afford the bank 
much favorable publicity. It reflects 


aggressive management in that it offers | . 


a service not heretofore available. 
Many car buyers who would qualify for 
a bank loan permit the dealer to arrange 
the financing in the mistaken belief that 
the bank would not be interested and 
would embarrass him by a declination. 
If, however, the bank advertises its 
willingness to consider good automobile 
loans it will attract much of this busi- 
ness. 

Supplementing newspaper and such 
other publicity as may be decided upon, 
it is recommended that a special letter 
be prepared for mailing to the bank’s 
depositors calling attention to this serv- 
ice. Such a letter can be enclosed, when 
sending out monthly statements. 

BENEFITS TO THE BANK AND THE 
Community. First, at a discount of 6 
per cent the bank receives a high return, 
netting over 10 per cent, yet this rate 
Plus the cost of insurance is less than 
the finance company charge. Second, 
once a definite plan for the handling of 
automobile loans is established, many 
loans heretofore made on the personal 
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note of the borrower can be arranged on 
the automobile finance plan with benefit 
to the bank without preference or dis- 
crimination. Third, since many bor- 
rowers will pay the instalments in per- 
son, there will be many opportunities 
for the bank’s personnel to contact de- 
sirable prospective customers and many 
new accounts for the bank should result. 

Fourth, every agent in the com- 
munity will be directly benefited to the 
extent to which he cooperates, and 
every merchant should feel the effect of 
the money being retained in the com- 
munity. Fifth, the borrower will save on 
the cost of financing. Furthermore, he 


will be insured in a company of his 
choice at no additional cost with com- 
plete insurance protection. In addition 
to this, he will have the friendly counsel 
and help of the local agent in the event 
of misfortune. Finally, the dealers, rec- 
ognizing that lower finance rates lessen 
sales resistance, will be forced to send 
some new car purchasers to the bank 
for financing. 

The foregoing outline reflects in gen- 
eral terms a plan now being successfully 
used by banks in New Jersey and by 
numerous banks in other states. It is not 
offered as a complete plan because it is 
recognized that local conditions vary. 
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Roads Lead to 
WASHINGTON 


¢ In these days of increasing rela- 
tionships between Government and 
business all roads lead to Washington. 
Our ninety-nine years of emphasis 
on service in the Nation’s capital 
are more important to our clients 
today than ever before. 


¢ This friendly and valuable service 


is available to clients and their cus- 
tomers at any time. 


IN WASHINGTON 
A Friendly Road 


Leads to ... 
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It Might Have Been Prevented 


To is the account given by the 
janitor: 

“Well, I got to the bank that morn- 
ing at the usual time, about half past 
six, just as I’d been doing for five years. 
I went in the front door and walked to 
the storeroom for my broom and the 
sawdust. When I got back to the lobby 
to start sweeping two men stepped out 
of the cashier’s office. They wore black 


handkerchiefs over their eyesand pointed 
guns at me, saying, ‘Come in here with 
us’, meaning into the cashier’s office. I 
went, and they tied my hands and feet 
with picture wire. They talked to me 
about opening the vault but I said it 
was locked. We stayed there until about 
a quarter to eight when the assistant 
cashier arrived for work.” 
The assistant cashier said: 


MANUFACTURERS 
TRUST COMPANY 


Condensed Statement of Condition as at close of business 
September 30, 1935 


RESOURCES 


Cash and Due from Banks 
U. S. Government Securities 


$104,122,877.71 
216,778,572.08 


(Includes Bonds Guaranteed by the United 


States Government) 


State and Municipal Bonds 
Stock of Federal Reserve Bank... . 


Other Securities 


Loans and Bills Purchased 


Mortgages 
Banking Houses 


Other Real Estate Equities 
Customers’ Liability for Acceptances 
Accrued Interest and Other Resources 


25,284,798.49 
1,936,050.00 
52,001,084.39 
168,050,945.01 
24,993,673.49 
15,133,500.00 
4,637,868.16 
17,531,626.08 
2,768,946.58 


$633,239,941.99 


LIABILITIES 


Capital 


Surplus and Undivided Profits .. . 


Capital Notes 
Reserves 


Dividend (Payable October 1, 1935) . 
Outstanding Acceptances . 


Deposits 


$32,935,000.00 
10,297,483.19 
25,000,000.00 
18,242,339.41 
411,687.50 
18,328,417.57 
528,025,014.32 


$633,239,941.99 


“When I entered the bank, there was 
a man with a gun waiting for me. ‘Turn 
around and don’t look at me, John, or 
T’ll kill you,’ he said. I thought it rather 
funny that a holdup man knew my first 
name, but things seemed to be happen- 
ing pretty fast and I did as I was told 
without asking questions. They took 
me into the cashier’s office where | 
found the janitor tied up with wire, 
They fastened me, too, and _ then 
wanted me to open the vault. The 
alarm operated on a time clock and 
had been set to disconnect at 7:35 
o’clock. Of course, it was then past that 
hour. I opened the vault. 

“Inside were the two safes, both 
time-locked. The cannonball safe was 
set for 10:30 o’clock and I knew they 
couldn’t get that without blowing it. 
But the other had opened at 7:30. In 
it were two burglar proof chests, one 
holding the counter cash and travelers’ 
checks, the other our promissory notes, 
records, and other papers. I had to 
open beth of them. 

“Then the robbers took me back to 
the cashier’s room. One of them kept 
me covered while the other emptied the 
safes. 

“T heard a clock strike 8 and knew it 
was time for the other assistant cashier 
and the teller to report. They were 


COMMONWEALTH ARMY 


Major General Douglas Mac- 
Arthur, retired chief of staff, 
U.S.A., will supervise organi- 
zation of the defense forces of 
the new Philippine Government 


HARVEY D. GIBSON, President 


Head Office: 55 Broad Street, New York City 


Member Federal Reserve System 


Member New York Clearing House Association 


no ocr 


WIDE WORLD 
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THE bank robbery described here was 
facilitated because the bank had neg- 
jected to take certain simple precau- 


ye ,Inspection Report, listing 80 
leading questions and 17 recommenda- 
tions designed to assist banks in 
preventing night burglary, daylight 
holdup and sneak theft, is available to 
all members of the American Bankers 
Association through the Protective De- 

ent. Six hundred and fifty banks 
have made use of this service since it 
was inaugurated six months ago. 


right on time, and they got bound up, 
too. That made four of us. 

“Well, the robbers kept telling us to 
open the cannonball safe, which we said 
we couldn’t do. After a few minutes 
they got nervous and marched us all 
into the washroom in the rear of the 
bank and locked the door. Soon we 
heard an automobile driving away, 
fast. That was about 8:15, and we knew 
the cashier must have arrived.” 


THE CASHIER’S STORY 


THE cashier said: 

“When I entered the bank I knew 
immediately that something was wrong, 
for there was no one around. I ran to 
the vault and found the safe open and 
the floor strewn with bank papers. I 
rushed outside to the Italian grocer 
next door, told him we’d been robbed, 
and put in a hurry call for the sheriff. 
Then the grocer and I went back to the 
bank to look for the boys. We finally 
found them and let them out.” 

The proprietor of the shabby hotel 
across the street said: 

“Well, I remember that a week ago 
aman asked for a room that faced the 
street. We didn’t pay much attention 
to him. The room we gave him looked 
out on the bank.” 

A physician in the town said: 

“On the morning of the robbery I 
happened to be returning home from 
an early morning call. I should say the 
hour was about 5 or 5:30. I noticed a 
car parked on the side street near the 
bank, but thought nothing of it.” 

The surety company which paid the 
claim said in commenting on this crime: 

“How the robbers gained entry to 
the bank—whether by duplicate key, 
by the janitor’s failure to lock the door 
behind him after he had entered, or by 
some other means—was a matter for 
police investigation. The case had cer- 
tain unusual aspects, as for example, the 
fact that one of the robbers knew the 
assistant cashier’s first name. But from 
the standpoint of protection, this crime 
offers an opportunity for some con- 


“The looted safe and the chests had 
been timed to open at about 7:30 
o’clock in the morning. Except under 
most unusual circumstances, which ap- 
parently did not exist in this instance, 
that is much too early. The cash should 
be adequately protected until the 
bank is ready for the day’s business. 

“ Another point: Some banks arrange 
a system of morning signals for their 
employees. The janitor, for example, 
after he leaves the premises is required 
to stand at a certain point on the side- 
walk, perhaps half a block from the 
building, until the first member of the 
staff arrives. His presence in a pre- 


determined position gives assurance 
that all is well. Sometimes it is more 
feasible to arrange window signals— 
the janitor leaves a shade at a certain 
height, or sets a sign at a given spot. 
“Tn this case it seems that the robbers 
had a spotter in the hotel room across 
the street who had carefully observed 
the movements of the janitor. If the 
bank had used a code of signals, it is 
likely that this spotter, presumably a 
careful observer, would have noted the 
precautions taken and advised his con- 
federates against a robbery attempt. 
“Early morning precautionsmay seem 
burdensome—until an emergency.” 


Covering 


Nation-wide Organization 


SERVING CITY AND COUNTRY ALIKE 


From coast to coast the Bank of Montreal 


operates in Canada through more than 500 


branches, each of which is in intimate contact 


with the individual community it serves. To 


American banks and trust companies the Bank 


thus provides complete banking facilities for 


their Canadian business and a valuable source of 


business and financial information covering 


all parts of the Dominion. Enquiries are invited. 


BANK OF MONTREAL 


Established 1817 


NEW YORK AGENCY 
CHICAGO OFFICE 
SAN FRANCISCO OFFICE 


64 Wall Street 


27 South La Salle Street 


Bank of Montreal 


(San Francisco) — 333 California Street _ 


Head Office: Montreal 


TOTAL ASSETS IN EXCESS OF $750,000,000 
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Savings Bank Management 


ELEGATES to the 42nd annual 
meeting of the Savings Banks 
Association of the State of New York, 
held at Buffalo, heard some frank 
comment on savings bank matters by 
the organization’s retiring president, 
Henry R. Kinsey. Leaving office after 
four years of service, Mr. Kinsey, who 
is president of the Williamsburgh 
Savings Bank, Brooklyn, and a member 
of the State Banking Board, delivered 
the keynote address on a convention 


program whose theme was “The Ideal 
Savings Bank.” 

“There is no longer any reason for 
me to ‘pull my punch,’” he asserted. 
“T can state without fear of contradic- 
tion that in the case of financial institu- 
tions throughout the state which have 
failed, the failure was caused by one, 
two or all of three things. Not to mince 
words, they were: bad management, in- 
sufficient capital, and too high interest 
or dividend payments. 


“Although no savings bank has 
appeared in the list of failed instity. 
tions, we can still apply to our ow 
pictures these causes of difficulty—not 
to gloat over our success, but to take 
counsel as to how we should improve 
ourselves in the future.” 

On the subject of management Mr. 
Kinsey had this to say: “I think we all 
agree that the root of possible trouble 
lies in the original selection of men to 
fill our executive positions. We have 


been fortunate, generally, in the type 
of men who head our savings banks, 
But I do not believe that our trustees 
in selecting executive officers have con- 
sistently sought the very best man for 
the post on merit alone. There has been 
a tendency, which I for one deplore, 
for trustees to select an incoming execu- 
tive from among their own number, 
whatever his age, experience or ability, 

“This must not continue. Our trus- 
tees and executives are fully as respon- 
sible to depositors as are executives and 
directors of other corporations respon- 
sible to their stockholders. We cannot 
have ideal savings banks unless we 
start with the selection of the very best 
individuals to operate them. It follows 
that our second consideration must be 
genuine unselfishness. Selfishness may 
take many forms. It may express itself 
in a desire to hold on to a remunerative 


QO. What is your advice 


regarding automobile 
insurance? 


A. LUMBERMENS, for 
two reasons— 


THE LOGICAL ANSWER TO 
AN IMPORTANT QUESTION 


First and foremost you require security for your client’s 
investment in insurance. You need a company that will 
unquestionably be on hand to make immediate settlement 
or to pay the bill if a long drawn out court case goes against 
the client. Second, you wish to conserve his resources or 
estate by seeking the lowest possible expenditure for the 
greatest possible protection. 


FIRST—Security 


Lumbermens 23-year-old record of uninterrupted increases 
in assets, premium income, net surplus and dividends to 
policyholders, indicates a sound financial background and 
good management. 


SECOND—Economy 


Lumbermens, being a mutual company, has paid dividends 
to policyholders every year since organization. Dividends 
have never been less than 21% of the annual Automobile 
public liability and property damage premium (except com- 
pulsory). This brings auto insurance cost to the lowest 
possible cost commensurate with sound business practice. 


LUMBERMENS MUTUAL CASUALTY COMPANY 


Home Office: Mutual Insurance Building, Chicago 


CHIEF OF STAFF 


General Malin Craig is the new 

chief of staff of the Army, suc- 

ceeding General Douglas Mac- 
Arthur 


WORLD’S GREATEST AUTOMOBILE MUTUAL 


HARRIS & EWING 
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job; but more often it will appear as a 
stubborn intention to run an individual 
bank according to personal feelings or 
opinions. 

“Tt is time that we all recognized the 
social implications of our jobs. I am 
not one who would bow meekly to a 
complete communistic control of our 
savings banks. Far from it. But I am 
convinced that in our type of society it 
is impossible for any individual or any 
group of individuals calmly to take 
action on any major point on the 
theory that they stand apart from all 
others.” 

Mr. Kinsey deplored “any situation 
which gives to one or two trustees 
virtually complete dominance over the 
affairs of a bank,” adding: “‘Oh yes, we 
have had plenty of illustrations of this.” 

“Since these dominating trustees,” 
he continued, “‘are not primarily sav- 
ings bankers, it has naturally followed 
that the operations of those banks 
which they dominate will be governed 
by other than savings bank thinking. 
A board of trustees should be composed 
of the finest types of men in the 
community and their combined think- 
ing should govern the policies of our 
banks.” 

Concerning the second cause of bank- 
ing difficulty, insufficient capital, Mr. 
Kinsey said: 

“Translated into savings bank terms 
this, of course, means nothing but 
insufficient surplus funds. I disagree 
violently with those who hold that a 


LORD MAYOR 


With the traditional ceremo- 

nies, Sir Percy Vincent was 

inducted into the office of 
Lord Mayor of London 
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WIDE WORLD 


bank should pay out to depositors what 
it earns, or, in other words, that the 
earnings belong to the depositors and 
should be given them in immediate 
dividends. Our earnings do belong to 
our depositors, but it is the part of 
prudence to devote some of these 
earnings, no matter how small they 
may be, toward the building up of an 
adequate surplus fund.” 

As for the third source of difficulty, 
too liberal interest or dividend pay- 
ments: 

“T do not say that we have paid too 
high dividend rates. I do say that that 
has been our temptation. That tendency 


always leads to a desire to take more 
chances than are warranted in the hope 
of increasing earnings. We might as 
well face the fact now as later that we 
are in a period of low money rates. But 
more than that, let us face the fact that 
a rate competition between savings 
banks or between savings banks and 
other institutions can lead to ruinous 
practices which will jeopardize the 
very thing that savings banks stand 
for—safety.” 

Mr. Kinsey was succeeded as presi- 
dent of the association by Harold 
Stone, president of the Onondaga 
County Savings Bank, Syracuse. 


AN 
INDEPENDENT 
BANK 


Central Hanover is an independent 
bank and trust company, free from 
external control, thinking first of the 
interests of its customers—in banking, 
as well as in the administration 
of its trusts. 


CENTRAL HANOVER 
BANK AND TRUST COMPANY 
NEW YORK 
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Small Loan Policies 


(CONTINUED FROM PAGE 28) 


cover. It should show due date, amount 
due, date paid, amount paid, penalty, 
total paid and “received by”’. 

This same information should be on 
the ledger card, and, therefore, the two 
can be synchronized for machine post- 
ing if desired. The check is merely an 
order on the teller to pay and is not a 


negotiable instrument. Some banks 
have this check endorsed by the bor- 
rower at the officer’s desk, after which 
the officer sends for the cash so that he 
personally turns it over to the borrower. 
This gives him an excellent opportunity 
for impressing upon the borrower the 
necessity for repayment. 


DIVIDEND NOTICE 
PACIFIC LIGHTING CORPORATION 


Common Stock Quarterly Dividend No. 105 of 60 cents per share, payable 
November 15, 1935, to stockholders of record October 19, 1935. 


$6.00 Preferred Stock Quarterly Dividend No. 113 of $1.50 per share, 
payable October 15, 1935, to stockholders of record September 3o, 1935. 
Dividends on the foregoing issues, as well as on all the outstanding Pre- 
ferred issues of the subsidiary companies (whose common stocks are 
owned by Pacific Lighting Corporation) have been paid without inter- 


ruption since the initial dividend. 


PACIFIC LIGHTING CORPORATION 


AND SUBSIDIARY COMPANIES 


Statement of Consolidated Revenues, Expenses and Dividends 
for the Twelve Months Ended September 30, 1935 


Gross OPERATING REVENUE 
DeEpDucT: 
Operating Expenses 
Taxes . 
Depreciation . 
Total . 
NET OPERATING REVENUE 
OTHER INCOME (Net) . 
Total 


DEDUCT: 
Bond Interest A 
Other Interest . ..... 
Amortization of Bond Discount 
and Expense . 


Total . 


Less Interest Charged to Construction . 


Net INCOME BEFORE DIVIDENDS . 
DIVIDENDS OF SUBSIDIARIES: 
Preferred Stock . 
Common Stock—Minority Interest . 
Total 


APPLICABLE TO 
Paciric LIGHTING CORPORATION 


DIVIDENDS ON PREFERRED STOCK . 
APPLICABLE TO COMMON STOCK . 
DIVIDENDS ON COMMON STOCK . 


REMAINDER TO SURPLUS . 


$20,336,055.53 
6,674,555.65 


.  6,809,281.61 


$4,909, 728.56 
21,140.19 
325,051.31 


$5,255,920.06 
12,715.65 


$1,514,411.37 
165.00 


Amount Per Share Applicable to Common Stock 


$48,011,680.84 


33,819,892.79 
$14,191,788.05 
259,441.13 
$14,451,229.18 


5,243,204.41 
$ 9,208,024.77 


1,514,576.37 


$ 7,693,448.40 
1,179,990.00 
$ 6,513,458.40 
4,102,009.05 
$ 2,411,449.35 


$4.05 


PACIFIC LIGHTING CORPORATION, 433 CALIFORNIA STREET, SAN FRANCISCO 


Another point to be borne in mind in 
connection with small loans is the num- 
ber of such loans that are made to non- 
depositors. The table on page 28 will 
illustrate this. 

In considering the problem of small 
loans each bank must adopt the Policy 
best suited to its own requirements. No 
matter how perfect any description of 
policies may be, no matter how care- 
fully they may be prepared, no matter 
what the experience of other banks may 
be, such methods remain merely theory 


| to any bank until they are put into ef- 


fect by it. 

Whether a personal loan department 
would be a profitable venture to a bank 
depends on the community it serves. A 
community of wage earners offers the 
best field for such a department. An- 
other point to be considered is whether 
or not the community is being ade- 
quately financed in the small loan field 
by other commercial or reputable per- 
sonal loan banks. These questions can 
be answered only through a survey of 
the bank’s territory. 

Experience of successful banks has 
shown that the operation of a personal 
loan department requires trained per- 
sonnel and that the method of handling 
such loans differs from regular commer- 
cial loans. Preparation before installa- 
tion is therefore essential. It can be 
taken as a fact that small loans on a 
straight interest basis are not profitable. 
Either one of the plans outlined above 
overcomes this objection. 


F.A.C.A. 


Judge Franklin Chase Hoyt 
has taken charge of the Federal 
Alcohol Control! Administration, 
succeeding Joseph H. Choate 
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Gold Imports and Bank Deposits 


T would be unreasonable to expect 

that war in Europe, or war in Africa 
for that matter, could be carried on 
without profound effect upon American 
banking and finance. An examination of 
the situation discloses the prospect 
that, so far as superficial aspects indi- 
cate, the most probable effect of such a 
struggle will be a great increase in the 
resources of American banks. 

Under the neutrality policy of the 
United States there is little prospect 
that the nation’s international trade 
will be seriously affected—certainly not 
toany such extent as during the earlier 
years of the World War. American fi- 
nance is practically precluded from any 
part in such a struggle by the Johnson 
Act prohibiting credits to any country 
which is in default in its debt payments 
to the United States; and this preclu- 
sion embraces all European nations of 
any importance in a major struggle. 

On the other hand, even the prospect 
of trouble abroad has resulted in a flow 
of capital to this country which, while 
indicating foreign as well as American 
appreciation of our financial stability, 
has already become somewhat embar- 
rassing in its volume and intensity. 

Between September 9 and October 9 
last, $318,000,000 worth of gold was 
shipped or engaged abroad for ship- 
ment here, a little over $227,000,000 of 
this total having been actually received 
at American ports up to the latter date. 
During July and August $63,200,000 in 
gold was imported, while the record of 
importations and removal from ear 
marking in the first six months of 1934 
amounted to $806,400,000. Thus the 
imports of the yellow metal realized or 
in sight this year, up to the end of the 
first week in October, amounted to 
$1,187,600,000 compared with $1,132,- 
000,000 net imports for the whole of 
1934, which was in itself a record break- 
ing year. 

The international significance of this 
movement of capital—such is the major 
part of this inflow of the yellow metal— 
is tremendous. For the banks of the 
country, however, its immediate sig- 
nificance is its effect upon deposits. 
The continued import of gold in con- 
junction with expenditures of the 
Government for relief and other pur- 
poses and the increased investments of 
the banks resulting therefrom promise 
to lift total deposits, exclusive of inter- 
bank and Government deposits, to 
approximately if not actually the 
highest ever known. 
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Already adjusted demand deposits in 
Reserve member banks—i.e., deposits 
excluding interbank, postal savings and 
Government deposits minus checks and 
other cash items reported as on hand or 
in process of collection—exceed those of 
1929 and 1930. The total of adjusted 
time and demand deposits on June 29 
last in member banks, according to 
Reserve Board figures, was within 
$1,800,000,000 of the high record of 
1929. Inasmuch as there was an increase 


of $2,300,000,L00 of adjusted deposits 
in the first half of the current year and 
since the gold import and other condi- 
tions which brought about that increase 
are again in operation the prospect of 
record deposits by the end of the year is 
manifest. 

These increased deposits, moreover, 
are coming to be more and more within 
the control of the banks and of business. 

The total demand and time deposits 
in all banks which are members of the 


Live Stock National meets the modern de- 
mand for quick action with specialized fa- 
cilities and a trained personnel. 


Take the transfer of live stock sale receipts 
for example. They are handled here by a 
specially trained staff. Funds are credited to 
shippers at their local banks in the shortest 
possible time. Collections, too, are handled 
with unfailing efficiency and precision — and 
with all the speed that modern transportation 
and modern methods afford. 


Hundreds of correspondents are receiving 
quicker service and saving the loss of income 
due to excessive “float” by routing their Chi- 
cago transit items through Live Stock National 
—‘The Bank at the Yards.” 


he LEWE STOCK 
NATIONAL BAN 


UNION STOCK YARDS 2 of C 


| WHERE — 5 
ALWAYS SPECIFIED 
“| 
| 
75 


Federal Deposit Insurance system in- 
creased from $38,996,340,000 at the 
end of 1934 to $40,336,501,000 on June 
29 last, or by $1,340,161,000, while the 
adjusted deposits in these banks in- 
creased from $30,972,094,000 to $33,- 
228,941,000, or by $2,256,847,000, in 
the same period. In the half year total 
deposits in Reserve member banks 
increased from $33,848,000,000 to $34,- 
938,000,000, or by $1,090,000,000, while 
adjusted deposits increased from $24,- 
952,000,000 to $27,228,000,000, or by 
$2,276,000,000. 

Roughly calculated, this increase 
represents the deposit backwash of 


$788,000,000 increase in member bank 
loans and investments, $722,000,000 
drawn from the Treasury’s general fund 
for Government expenditures in excess 
of replacements, and $806,000,000 in 
imported gold. Imports of capital, ac- 
cordingly, constitute the largest single 
item in this growth during the half 
year, and the significance of the con- 
tinued import of gold stands out in bold 
relief. 

Generally speaking, the imports 
of gold, past and present, represent 
movements of capital, but just whose 
capital is uncertain. The semi-annual 
review of the country’s balance of 
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week’s weather. 


he course of honesty 
as unpredictable as next 
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« Employers constantly suffer 


American 
Surety 
Company 
1884 


— Organized— 


losses and occasionally in- 
solvency results from the dis- 
honesty of their employees. 


« Fidelity Bonds furnish indem- 
nity against financial loss from 
this cause. 


New York 
Casualty 
Company 

1890 


Home Offices: 100 Broadway, New York 


BOTH COMPANIES WRITE 


FIDELITY AND SURETY BONDS AND CASUALTY INSURANCE 


international payments by Dr. Amos f. 
Taylor of the Department of Com. 
merce places the net import of capital 
from abroad in the first half of the 
current year at $660,000,000-¢569.. 
000,000 in bank deposits and other 
short term funds and $100,000,000 in 
long term investments which, in the 
way of purchase money, also finds its 
way into banks as new deposits. Our 
net favorable merchandise balance and 
net payments for services approach each 
other within $10,000,000, so that in 
addition to the estimate of capital im- 
ported it is considered probable that 
most of the remaining inward move- 
ment of gold and about $90,000,000 of 
silver and paper money represents 
unrecorded imports of capital, practi- 
cally all of which, naturally, goes into 
American banks. 


WHOSE GOLD? 


The answer to the question of whose 
gold has been coming to American 
shores in recent months is important as 
an indication of whether it is likely to 
stay—in other words, whether the 
increase in American bank deposits 
growing out of the movement of gold 
is to be followed by a more or less sud- 
den decrease in case recently imported 
capital is returned abroad. It is gener- 
ally assumed that much of the gold and 
capital received in the past few weeks 
represents a flight of capital from war- 
threatened Europe; and to a certain 
extent some of the imports in the first 
half year were so closely connected with 
financial and political disturbances in 
Europe as to indicate the influence of 
international conditions upon the capi- 
tal transfers. 

Even in this respect, however, there 
is no conclusive answer as to whether 
this capital is predominantly American 
or alien. American capital might well 
have been brought home in fear of 
disturbances in Europe, quite as legiti- 
mately and intelligently as European 
capital might have sought safety on 
this side of the Atlantic. No doubt 
capital in countries threatened with 
abandonment of the gold standard has 
sought to protect itself by transfer to 
the United States. No doubt also 
American capital held in gold bloc 
countries in the expectation of deriving 
a profit from devaluation, past or 
future, has sought American shores 
for a similar reason. In either case the 
result has been a vast increase in 
money held by American banks; un- 
fortunately, this has in large part 
simply gone into increased excess re- 
serves and other unused funds. 

GrorGE E. ANDERSON 


BANKING 


of 

ou 

an 
mel 
this 

wh! 
At 

ass 

ers 

F. 
wri 

ser 
age 
but 

gra 
prc 
the 

| re 
ers 
pri 
it) 
act 

es 

| in 
| me 
ab 
| ev 

W 

| 

| re 
| sti 

| se 

. ke 
| b 
| ar 
| h 
of 
| fc 

| 
| 0 

76 


A Personal F.H.A. Loan Service 


Title II of the National Housing 
Act, the Commercial National Bank 
of Demopolis, Alabama, has found an 
outlet for profitable insured loans and 
an opportunity to aid in the develop- 
ment and growth of the city. 

A feature of the bank’s activities in 
this connection is the personal service 
which it provides for home borrowers. 
A brief outline of what is being done to 
assist them may be of interest to bank- 
ers elsewhere. Having built the first 
F.H.A. model home in Demopolis, the 
writer learned by experience that such a 
service was needed, not only to encour- 
age the construction of new residences, 
but also to save applicants from costly 
mistakes and delays in obtaining loans. 

To promote the home building pro- 
gram the bank obtained a list of the 
properties offered for sale throughout 
the community. By contacts with local 
real estate dealers and individual own- 
ers we were able to inspect lots and get 
prices, for future reference, on the vari- 
ous available parcels. In this connection 
it might be well to state that we do not 
accept commissions on the sale of real 
estate. 

We compiled a list of our customers 
whom we believed would be interested 
in building, and by making appoint- 
ments with them individually we were 
able to explain the plan in detail. How- 
ever, we did not present it to persons 
whom we felt were not good credit risks. 

If a customer wants to buy a lot we 
refer him to realtors; in numerous in- 
stances we have been able to aid in the 
selection of property. We inform appli- 
cants that in choosing a site it is well to 
keep in mind the type of house to be 
built, the number of outlying buildings, 
and the size of yard and gardens. It is a 
good idea to remind a loan customer to 
allow for plenty of space between his 
house and his neighbor’s. 

We also offer borrowers assistance in 
the actual purchase of lots. Defects so 
often appear in deeds that we have 
found it desirable to have our attorney 
prepare the papers and pass on the title 
before the land is bought. We inform 
our clients that we will not accept an 
application for an F.H.A. loan unless 
an abstract on the property is delivered 
to the bank. We explain that the lot 
must be in an urban community and 
must be accessible by hard surface road. 
A water supply, sewerage connections, 
and electricity must also be available. 

When requested to do so we obtain 
sample house plans in an effort to give 
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the applicant some idea of the various 
types of homes. We determine the 
amount of money that can be borrowed 
according to the value of the lot and the 
individual’s ability to meet the monthly 
payments. 

While we do not offer an architectural 
advisory service, such as was outlined 
by Dunlap C. Clark, president of the 
American National Bank of Kalamazoo, 
Michigan, in the September number of 
BANKING, we do attempt to give our 


loan customers preliminary advice be- 
fore we refer them to the contractor or 
architect. By having our representative 
visit, in company with an F.H.A. in- 
spector, buildings under construction, 
we have learned some of the mistakes 
that are likely to occur and we have had 
an opportunity to study the building 
materials best suited to our section of 
the country. 

Customers are told to contract for a 
“lock and key” job unless they are pre- 


FASTER.. 


Our correspondents are able to offer their 


customers improved service in this area 


through two National City features: Night 


Transit, and direct sendings of three-fourths 


of our Fourth District items. 


Either of these features by itself would 


speed up transit considerably. Together 


they cut many routings to a fraction of 


their former time. 


THE 


NATIONAL CITY BANK 
OF CLEVELAND 
Resources: over $100,000,000 


CLEVELAND’S OLDEST 


BANK-—-FOUNDED 1845 
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THE NORTHERN 
TRUST COMPANY 


NORTHWEST CORNER LA SALLE AND MONROE STREETS, CHICAGO 


pared to pay for extra costs resulting 
from errors. We realize, however, that 
the determination of a building’s cost is 
a technical matter that should be re- 
ferred to an expert. Awarding contracts 
on the basis of the skill of the contrac- 
tor, rather than on a low bid, would 
seem to be sound business practice. 
Most of the publicity used by our in- 
stitution in promoting its program con- 
sisted of an article published in a local 
newspaper explaining the provisions of 
the National Housing Act. We believe 
that our plan is establishing friendships 
that will attract new customers to the 
bank and broaden our service to the 
public. Inasmuch as many of the loans 
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A CUSTOM 
OF THE FOUNDERS 
GUIDES ALL 
OUR CLIENT 
CONTACTS TODAY 


* 


From the bank’s founding... 
more than four decades ago 
... Officers and personnel of 
The Northern Trust Company 
have given close attention to 
the problems of individual 
customers. Through years of 
steady growth this concept 
of service has remained un- 
changed. Out-of-town banks 
which have selected this in- 
stitution as Chicago corre- 
spondent find definite value 
in friendly, personal contacts. 


will run for 20 years we also believe that 
the bank will be doubly repaid by the 
sale of other bank services to the loan 
customers. 


SPECIFICATIONS 


THE specification check schedule men- 
tioned in the article “A Banker’s F.H.A. 
Model Home” (September BANKING), 
is a sort of questionnaire used in connec- 
tion with the building of F.H.A. homes 
in the State of Alabama. This form is 
designed to give a complete description 
of the labor and material to be used in 
construction. In order to estimate the 
value of a house the F.H.A. found it 
necessary to have definite information 


in the form of plans and specifications 
showing just what kind of a house was 
to be built, floor plans and elevations 
alone being insufficient. 

“Tn many of the smaller towns there 
are no architects available for lower cost 
houses,” writes William T. Warren 
chief architectural supervisor of the 
F.H.A.’s Birmingham office. “The local 
builders make fairly acceptable draw. 
ings but the outline specifications they 
submit are generally indefinite and ip. 
complete ’’. 

The specification schedule is intended 
to remind builders of construction jn- 
formation which they might omit and 
which the F.H.A. must have. Further- 
more, the schedule sets down clearly 
what labor and materials are to be used 
and in what way, thus removing any 
cause for dispute as to what was agreed 
upon. 


STRUCTURAL STANDARDS 


IN addition to specific information of 
this nature, there are set forth certain 
required structural standards. For ex- 
ample, “excavations must go down toa 
hard foundation”’; ‘‘ there must be ven- 
tilation in the foundation walls”: 
“joists must be doubled under all par- 
titions”; “double studs at all open- 
ings”’, etc. 

The schedule, together with the plans, 
form a definite contract document to be 
used in the agreement between the 
owner and the contractor. These rec- 
ords do away with arguments as to just 
what the contractor is supposed to do 
for the stipulated price. 

In larger houses the F.H.A. recom- 
mends use of a licensed architect who 
will make complete plans, specifications 
and details, giving the owner added 
value in the way of architectural beauty, 
convenience of arrangement and com- 
pactness of plan, and eliminating the 
cost of wasted space. In this class of 
house it will pay the owner to contact a 
capable architect in one of the nearby 
towns or cities. 

The writer is informed that the spec- 
ification schedule was originated by 
Frauk Fort, chief architectural super- 
visor for Mississippi. Georgia, Missis- 
sippi and Alabama have adopted the 
form for use in the building of small 
houses under the supervision of the 
Federal Housing Administration. 

Bankers will find that the form often 
protects the bank when making pre- 
liminary construction advances to either 
the owner or the contractor. 

GeorcE R. SMITH 
Cashier 
Commercial National Bank 
Demopolis, Alabama 
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Audits by Directors 


HE English Companies Act regu- 
Tite the employment of auditors 

for all companies in England. It 
specifies that the auditors shall be elected 
by the stockholders and cannot be dis- 
charged except by a vote of those stock- 
holders. If a change is to be made in the 
auditors the stockholders must be given 
notice of such intention for some time 
prior to the stockholders’ meeting. The 
object of this regulation is of course ap- 
parent—that the auditors may be en- 
tirely free from any semblance of obli- 
gation to the executives or even the 
directors. 

In this country the auditors are en- 
gaged more frequently by the officers 
than by any one else, and they are often 
engaged on a competitive price basis. 
The wisdom of both of these methods is 
debatable. 

What is the purpose of auditing? 
Merely to prove the correctness of the 
assets and liabilities as shown by the 
books at a certain date is not auditing. 
Auditing goes much further than that. 
It means the proving of the correctness 
of all transactions recorded on the 
books. It means proving, so far as is 
humanly possible, that all transactions 
have been recorded on the books. It 
means proving that those who are work- 
ing for the bank, from the president 
down, have faithfully performed the 
duties for which they were engaged. It 
means pointing out any weaknesses in 
the accounting system both from the 
standpoint of management control and 
of internal check. 

In order to be considered an audit the 
minimum of an audit program should 
cover at least the following: 


FIRST DAY 


1. Secure an affidavit from each em- 
ployee, including officers. 


Count First Day—Control Until 
Counted 


2. Count cash (list number of each 
denomination and total). If there are a 
large number of silver coin sacks in the 
vault, tests may be made of a few sacks 
picked at random and the balance may 
be proved by weight according to the 
following tables. 
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SILVER DOLLARS 
Ounces 
(Av.) 
14.28 
12:57 
7.43 
14.83 


Pounds 


FRACTIONAL SILVER 


8.18 
36 
8.91 


1,000 1.83 


3. List securities belonging to bank. 
Count if on hand; confirm by mail if 
deposited with custodian or corre- 
spondent. 

4, List safe-keeping securities if any, 
from receipts starting at #1. Check se- 
curities to list. 

(Ifabove (2-3 and 4) are not completed 
on the first day of audit, seal cash and 
securities and control until count is 
completed.) 

5. Verify items in the mail between 
branches. These should be listed at 
sending branch at close of first day with 
sufficient identifying details, and checked 
at receiving branch, where postmarks 
on envelopes should be examined if pos- 
sible on morning of second day. 

6. Put confirmation slip (for signa- 
ture of bank receiving exchanges) and 
return envelope in each envelope sent to 
clearinghouse (morning of second day). 
Ask drawee bank to advise whether or 
not any items are returned. Prepare 
slips the first day, after count of cash. 

7. Make a list of all cash items, not- 
ing classifications such as N. S. F. 
checks, overdue notes, unpaid coupons, 
employees’ I. O. U.’s, etc. 


Count First or Second Day—Control 
Until Counted 


8. Count and confirm travelers’ checks. 
(These are received on consignment 
from American Express, etc.) 

9. Count and confirm unissued money 
orders and travelers’ letters of credit. 

10. Count and confirm unissued com- 
mercial letters of credit and bank drafts 
on foreign correspondents. 

11. Count stock transfer stamps on 
hand, revenue stamps, beverage tax 
stamps, or other similar items which in 
special cases may be sold by the bank 
for account of state authorities. 


LIST FIRST DAY OR SECOND DAY 

12. List deposit accounts on adding 
machine—if possible at close of first day 
or beginning of second day. This in- 
cludes both commercial and savings— 
including Christmas club, vacation club 
and others. Concentrate on commercial 
first, as others can be more easily listed 
even if postings are made after date of 
audit. Consider mailing statements to 
all customers, verifying bank balance 
and asking for direct confirmation. The 
number would depend on the length of 
time since last audit and whether dis- 
crepancies are suspected or indicated by 
affidavits. 

13. Confirm large deposits and dor- 
mant accounts. List any disproportion- 
ately large deposit accounts, commercial 
or savings. 

14. Make a list of all overdrafts when 
listing deposits. 


CONFIRM FIRST DAY OR SECOND DAY 


15. Confirm “due from banks”. Ask 
correspondents for statements showing 
balance at close of business on the day 
of audit. When these are received, rec- 
oncile them with the bank’s books, 
working from the bank’s last reconcile- 
ment. Examine checks outstanding at 
time of last reconcilement. See if payee 
and endorsement on checks are same as 
name on record when issued. 

16. Confirm bonds deposited to se- 
cure postal savings and other public 
funds. 


LOANS AND MORTGAGES——MORNING OF 
SECOND DAY 


17. Loans—Notes should be exam- 
ined and listed, and confirmed if amount 
is large. All past due notes should be 
confirmed. Check with or list from note 
register. 

18. Collateral loans—Collateral should 
be examined and confirmed with bor- 
rower. Transfers or exchanges of col- 
lateral which have no authorized signa- 
ture from borrower should be traced to 
correspondence file or confirmed direct 
with borrower if they cannot be traced 
through the files. 

19. Examine deeds and records of 
real estate mortgages and list sepa- 
rately any loans secured by second 
mortgage on real estate. 
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20. Examine, at least to the extent of 
a test check, endorsements on stocks or 
assignment of mortgages held as col- 
lateral for loans—or see that there are 
stock-powers or powers-of-attorney. 

21. List and take up with officers all 
overdue paper. 

22. Check total of notes with lia- 
bility ledger. Loan lines are best built 
up from the notes themselves by posting 
them on the back of deposit slips, one 
slip for each customer, giving date, 
term and amount of collateral, of each 
note for the customer. These slips are 
very useful for future audits. Check up 
on expiration date of chattel mortgages 
and compare with time fixed by law. 

23. Examine minutes of meetings of 
loan committee or other committees and 
directors—particularly the latter—for 
proper authorization for loans, borrow- 
ings and dividends. 


DIRECTORS, OFFICERS AND EMPLOYEES 


24. Make separate schedule of loans 
to directors, officers and employees and 
to corporations in which any of them 
are interested. 

25. Examine and make separate list 
of accounts of employees, officers and 
directors, including corporations in 
which any of them are interested. 


OTHER ASSETS 


26. Examine deeds to bank building 
and other real estate. 

27. Test check accrual items if bank 
operates on accrual system. 

28. In the trust department, verify 
assets of each trust, securities, property, 
cash, etc. Compare with deeds of trust. 
Examine as to income, expenses, pay- 
ment of balance to beneficiaries. 

29. List and verify collections — 
domestic and foreign—with collecting 
agent. 


OTHER LIABILITIES 

30. List cashier’s checks outstanding 
and certified checks and certificates of 
deposit. Check the blank (unused) 
C/D’s with register. 

31. Analyze reserves of all kinds. 

32. If there are any bills payable or 
rediscounts, confirm them, including 
collateral deposited, if any. 


CAPITAL, SURPLUS AND UNDIVIDED 

33. Check stock certificate book. 
Compare name on stock certificates 
with charter. List names and addresses 
of owners of fractional shares, if any. 

34. Reconcile surplus, giving account 
to which any offsetting entry was 
posted. 

35. Reconcile undivided profits back 
to last closing period. 


INCOME 

36. Check income from bonds with 
interest received. Test-check coupons 
credited with bond register of holdings. 
List defaulted coupons. 

37. Check income from notes with 
interest or discount received. Test- 
check individual interest from notes to 
liability ledger where the note numbers 
appear on tellers’ blotters. 


EXPENSES 


38. Examine and test-check interest 
credited to savings accounts for cor- 
rectness. 

39. Check reserves for interest, if 
any, for correctness of figures. 

40. Examine payroll and main items 
of expense accounts, such as postage, 
supplies and stationery bills. (Note 
quantities and whether repetition is reg- 
ular or irregular.) 


GENERAL 


41. Take trial balance from books 
and compare total of count with asset 
items and detailed list with liabilities. 

42. Check confirmations, when re- 
ceived, with trial balance and watch for 
comments as to discrepancies. 

43. Examine by-laws. See if number 
of directors conforms with by-laws. 
Compare directors’ fees with minutes 
for 12 months preceding audit. 

44, Check all insurance policies. 
Compare fidelity bonds with minutes 
and needs of bank. See that all fire cov- 
erage on the same properties reads alike. 

45. Compare salaries with directors’ 
minutes. Check salary advances against 
repayments. 

46. Forms required: affidavit, con- 
firmation of assets, confirmation of 
notes and collateral, confirmation of 
deposits, seal, return envelopes. 


It will be noted that this audit pro- 
gram calls for the securing of affidavits 
from each employee. A form of this 
affidavit is as follows. 


AFFIDAVIT 

, being duly 

sworn, hereby depose and say that I am 
in the employ of the 

, and that to the best 

of my knowledge and belief, I have 

properly accounted for all moneys, se- 

curities and/or other properties of said 

bank which may have passed through 

my hands either in the discharge of my 

duties or otherwise. 

(Signature) 

Sworn and subscribed to before me this 


(Signature) 
Notary Public 


When a committee of directors as. 
sumes responsibility for performing the 
audit of the bank they should cover 
properly all the points in the above pro. 
gram. If such directors content them. 
selves with obtaining much of the ip. 
formation from the employees they are 
defeating their own object. Merely to 
accept adding machine tapes given them 
by the employees is valueless from an 
audit standpoint. 

In order to fulfill properly the duties 
of an auditing committee they must 
take nothing for granted. When they 
accept the assignment they should be 
prepared to perform all the items which 
are enumerated above. If they receive 
any assistance from any employee, one 
of the auditing committee should work 
with that employee. It goes without 
saying that any active officer, even 
though a director, should not be a mem- 
ber of the auditing committee. 

Before starting the audit a number 
of copies of the audit program can be 
prepared and distributed to members of 
the auditing committee. A master copy 
should be retained by one of the com- 
mittee. The items on this master copy 
should be initialed by those who per- 
formed the particular work cited therein. 
This enables a definite fixing of the re- 
sponsibility for the different work per- 
formed. 

When the work has been completed a 
report should be prepared for presenta- 
tion to the full board. It should be 
signed by each member of the commit- 
tee. Those signing should realize the re- 
sponsibility they are assuming. That re- 
sponsibility is that the report accurately 
reflects the conditions in the bank. 

If any member of the committee dis- 
agrees with the report he should be 
privileged to submit a minority report. 
In such minority report the reason for 
the exceptions to the majority report 
should be clearly set forth. 

Properly performing the work of 
auditing will give the committee an ex- 
cellent insight into the operations of 
the bank. A properly performed audit 
can prove itself invaluable to the board, 
through the board to the bank and 
thence to the depositors and the com- 
munity. 


METHODS AND OPERATIONS 


EACH month BANKING publishes the 
best available information on current 
problems of administration. The pur- 
pose is to furnish timely management 
counsel which can readily be adapted to 
the needs of individual banks. Discus- 
sion is invited on subjects considered. 
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Banking Act Blue Book 


EACH bank in the United States has 
received a copy of a Blue Book on the 
Banking Act of 1935, prepared under 
the direction and supervision of the 
Special Committee of the American 
Bankers Association on the Banking 
Act of 1935. 

The Blue Book contains the full text 
of Title I, constituting a complete 
revision of the Federal Deposit Insur- 
ance Law. The text of Titles II and III, 
containing amendments to the Federal 
Reserve Act, and “technical”? amend- 
ments to the banking laws, is unintel- 
ligible by itself without a comparison 
with the statutory provisions amended. 
The Blue Book prints such provisions 
as amended by the new legislation. The 
device for showing the exact changes in 
the law is to print new matter in bold 
face, omitted matter in canceled, and 
retained matter in plain type. 

Concise explanatory notes deal pri- 
marily with the changes made by the 
Banking Act of 1935. 

An index to each title is included and 
three pages of comparative tables show 
the sections of the Banking Act of 1933, 
the Federal Reserve Act, the National 
Bank Act, and miscellaneous acts, 
amended by the 1935 legislation. 


SAVINGS BANKS 


Harold Stone, president of the On- 

ondaga County Savings Bank, Syra- 

cuse, is the new president of the 

Savings Banks Association of the 
State of New York 
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CALENDAR 


Agricultural Commission 


BANKERS attending the American 
Bankers Association Convention in 
New Orleans are invited to join with 
the Agricultural Commission in a 
breakfast to be held at the St. Charles 
Hotel, at 8 A.M., Tuesday, November 
12. 

An able speaker is being procured to 
discuss “‘The Outlook for Cotton and 
Its Relation to National Welfare— 
South and North.” 

Reservations can be sent to the 
Agricultural Commission, A.B.A., 522 
First National Bank Building, Madi- 
son, Wisconsin. 


A.B. W. Exchange 


THE Association of Bank Women an- 
nounces the inauguration of the A.B.W. 
Exchange, a reference “library,” con- 
taining material pertaining to the work 
of women in banking institutions. 

The Exchange, with headquarters at 
726 Madison Avenue, New York, is not 
a library in the conventional sense. It 
does not contain books or articles on 
banking which are available at other 
sources, but it does bring together a 
large variety of material in the form of 
booklets, folders, copies of letters, 
speeches, articles, etc., for which mem- 
bers of the association are responsible. 

For some months the association has 
been gathering these items from banks, 
large and small, throughout the coun- 
try, and much valuable information, 
based on the actual experience of 
members who hold a variety of posi- 
tions, has been obtained. The material 
is filed in portfolios by subject and is 
available to non-members as well as to 
members. The only cost for its use will 
be for mailing. 

Time will be allowed for a discussion 
of the Exchange at the 13th annual 
convention of the association, to be 
held in New Orleans, November 10-13. 


CONVENTIONS 


A.B.A. Meetings 


Oct. 31- Thirteenth Regional Trust Con- 

Nov. 1 ference of the Pacific Coast and 
Rocky Mountain States, Los An- 
geles, California 

Nov. 11-14 A.B.A. Convention, Roosevelt 


Hotel, New Orleans, Louisiana 
(CONTINUED ON NEXT PAGE) 


In all five of our plants are 
carried large inventories of 
lithographed checks. Ready 
for imprinting your order. 


Right in your 
desk drawer. 


our handy catalog 
gives you instant access 


to the most complete and comprehen- 
sive line of Standardized Business 
Checks available. This places you in a 
position to give your customers a serv- 
ice they will appreciate. You may offer 
them a 


CHOICE OF TEN STYLES 


and on any style they 
may select any one of 


Six Colors of Safety Paper 


These checks are sold on the book plan 
—one book or more for each customer, 
at prices that mean a saving. In addition 
to the service you are rendering your 
customers, you will find this the most 
satisfactory method known of supply- 
ing them with business checks. You 
have no money tied up in large stocks 
of lithographed check forms—no waste, 
spoilage, or deterioration—every order 
guaranteed to give complete satisfaction. 

Over 2000 banks use DeLuxe 
Standardized Check Service regularly. 
DeLuxe quality—always. Service—ac- 
curate, prompt, efficient. We urge you, 
in the interests of your bank, to put this 
service to the test. If you do not have 
our catalog one will be sent on request. 


DE LUXE 
CHECK 
PRINTERS 


INC. 


CHICAGO NEW YORK ST. PAUL 
KANSAS CITY CLEVELAND 
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State Associations 


1935 
a a Nov. 22-23 Arizona Bankers Association, 


Phoenix 
Nov. 22-23 Florida Bankers Association 
Miami Biltmore Hotel, Coral 


a Bond Account “mes 


1936 


a and Missouri Bankers 
ssociations (Joint C i 
You will find that the Bondex System gives Kanass City, Misout 
Oklahoma Bankers Association, 
Mayo Hotel, Tulsa 


you improved control . . . Because you 


Other Groups 
see your holdings and your markets, you 1935 


Automobile Show, American Au- 

save time — make decisions promptly and tomobile Association, Grand Cen. 
tral Palace, New York, N. Y, 
National Association of State 


accurately . . . Bondex helps to keep your | Bank Supervisors, Heary Grady 


Hotel, Atlanta, Georgia 
bond account safer and more profitable. 
ana 


National Association of Bank 
On responsible request, a specimen Bondex Auditors and Comptrollers, Hotel 


“Quality Ladder” will be sent without obligation. New Orleans, New Orleans, 
Louisiana 


United States Building and Loan 


League, Cincinnati, Ohio 
, National Foreign Trade Conven- 
| 0 Ip 0) te d tion, Rice Hotel, Houston, Texas 
: New Jersey Midwinter Banking 


: and Trust Conference, Alexander 
120 S. La Salle St., Chicago Hamilton Hotel, Paterson, New 


Jersey 
CONDENSED STATEMENT OF THE CONDITION OF 


The First National Bank of Memphis 
MEMPHIS, TENNESSEE CONFERENCE 


1 b John G. Lonsdale, chairman 
At the Close of Business October 18, 1935 a ge an 


RESOURCES merce Bank and Trust Com- 


sion 

Cash and Due from Banks $20,257,217.76 York 
United States Government Obligations oie 

Direct and/or fully guaranteed $5,644,970.34 

State, County and Municipal Bonds 4,981,909.54 major problems facing Amer- 
Other Bonds 592,986.93 ican corporations under re- 
7,050.00 cently enacted Federal securi- 

_ 11,226,916.81 ties statutes. The conference 

Stock in Federal Reserve Bank...... iSevahonsesedseaeses 60,000.00 was held by the American 

Banking House 1,377,000.00 

Other Real Estate 128,163.00 
Customers Liability Account Letters of Credit Executed.... 2,420.00 
Other Assets 41,288.21 


$41,113,129.18 
LIABILITIES 
Capital Stock $1,000,000.00 
Undivided Profits 415,745.87 
Reserve to Retire Premium on Bonds 
Bought for Investment 218,121.20 
Reserve for Interest and Taxes. 115,000.00 
Other Reserves Unallocated 130,000.00 
$2,878,867.07 
132,699.18 
2,420.00 
Deposits: 
Corporations, Firms, Individuals, 
$38,022,943.59 
76,199.34  38,099,142.93 


$41,113,129.18 
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MERCHANDISING FOR BANKS, TRUST 
CoMPANIES AND INVESTMENT HOvusEs. 
By L. Douglas Meredith. Bankers Pub- 
lishing Company, Cambridge, Massa- 
chusetts, 1935. 382 pages. $5. 

Dr. Meredith, on leave of absence 
from the faculty of the University of 
Vermont to serve as Vermont Commis- 
sioner of Banking and Insurance, pre- 
sents a thorough, practical discussion 
of the marketing of financial institu- 
tions’ services. Against a general back- 
ground of the functions, development, 
and psychology of merchandising, he 
takes up financial advertising media, 
preparation of copy, bank publicity, 
statements, the sale of bank services, 
and numerous related subjects. 

The author began a study of the 
merchandising of financial institutions 
in 1930, continuing it for three years 
and then submitting a manuscript on 
the subject to the Yale University 
graduate school. A condensation of the 
work was later published in instal- 
ments in The Bankers Magazine, and 
the present volume is a republication of 
those articles, modified to conform to 
subsequent changes. 

Dr. Meredith believes that when 
merchandising “‘establishes as its goal 
the rendition of service in order to 
develop pleased and satisfied customers, 
it will find itself no longer subject to 
criticisms frequently directed against 
the marketing process, and will find, 
if its activities are directed at a large 
enough market, that profits will ensue.” 
He makes the point that few agencies 
now exist for spreading information 
about personal financial administra- 
tion. “Consequently, the public is with- 
out information of this kind, and is loath 
to disclose its ignorance because it is a 
trait of human nature that most per- 
sons like to feel well versed on matters 
of financial administration and on 
finance generally. One of the best 
sources of educational information of 
this kind should be financial institutions 
through the merchandising process.”’ 

An interesting chapter is devoted to 
merchandising by radio. The author 
finds that if broadcasting has not yet 
passed the experimental stage for 
financial institutions, “it at least ap- 
pears ready to emerge”, although, he 
hastens to point out, “this does not 
Mean that every financial institu- 
tion must include an allotment for 
radio broadcasting in its merchandising 
budget.” It does, however, “indicate 
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New Books 


that the medium may be carefully con- 
sidered and its potentialities examined 
with reference to each financial in- 
stitution.” 


THE AMERICAN Discount MarKET. By 
Homer P. Balabanis. The University of 
Chicago Press, Chicago, 1935. 101 
pages. $1. 

This monograph explains, concisely, 
the organization of the discount mar- 
ket, its services in the financing of 
domestic and international trade, its 
opportunities for short term invest- 
ment, and the part it takes in the mech- 
anism of commercial credit. 

“Notwithstanding the recent keen 
demand for bills by private investors,” 
says the author, “the best guaranty for 
the success of the American discount 
market lies with the Federal Reserve 
banks. The readiness of these banks to 
buy bills has been the most potent 
factor in the development of the dis- 
count market and has given to bankers’ 
acceptances the preferred position which 


they have achieved in the short term 
money markets of the United States. 
In turn, the discount market ... 
has served the needs of domestic and 
foreign trade, has provided a means for 
the investment of current funds, and 
has been used as an instrument for the 
expression of Reserve bank policy. The 
market will be established upon a 
sounder basis, however, when the pri- 
vate demand for bills becomes broad 
and continuous, and the Federal Re- 
serve banks confine their purchases of 
acceptances only to an amount neces- 
sary to control the general credit situa- 
tion and to insure stable conditions in 
the discount market.” 


AccruAL AccounTiInGc. By Thomas 
Granville Boggs. Omaha, Nebraska. 52 
pages. 

During recent years there has been 
a definite need for a simple manual on 
the accrual system of bank accounting. 
While much has been said and written 
on the subject, information has at best 
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THE 
PUBLIC NATIONAL BANK 


AND TRUST COMPANY OF NEW YORK 


& 
MAIN OFFICE neers _ 76 WILLIAM STREET 


ESTABLISHED 1908 


CONDENSED STATEMENT 


of Condition at the close of Business, September 30, 1935 


RESOURCES LIABILITIES 


Cash and Due from Banks . . $34,785,848.79 | CAPITAL $8,250,000.00 
U.S. Government Obligations.  38,011,795.75 | SURPLUS 3,100,000.00 


UNDIVIDED 
24,158,865,38 | PROFITS 2,950,061.35 


Loans and Discounts 45,71 2,955.1 8 $1 3,600,061 35 


Mortgages Owned . . 12,051.00 Payabl ber 1 
Customers’ Liability under Ac- — 123,750.00 


ceptances . 1,342,791.04 ‘Discount . 166,381.12 
Banking Houses . - + 2,133,739.95 | Reserved for Interest, Taxes and 
Other Real Estate Owned . 181,500.00 Contingencies. . to. 1,736,693.83 


Federal Reserve Bank Stock . 340,500.00 Outstandi to 1,632,980. 
Accrued Interest Receivable | ns 


Other Assets. - 528,061.25 | neposits . . . . . . 130,444,359.17 
TOTAL. TOTAL . $147,857,436.58 


MEMBER: NEW YORK CLEARING HOUSE ASSOCIATION 
MEMBER; FEDERAL RESERVE SYSTEM 


BRANCH BANKING 
CONNECTIONS 


in Canada and Foreign Countries 


Through world-wide contacts, THE ROYAL 
BANK OF CANADA is equipped to co- 
operate with banks in the United States 


seeking representation in Canada and abroad. 
In addition to its 672 branches in Canada and Newfoundland, 
the bank maintains offices in the principal cities of Cuba, 
Porto Rico, British West Indies, Central and South America. 
Branches also in London, Paris and Barcelona. 

We invite enquiries 


THE 


ROYAL BANK 


OF CANADA 


Head Office . New York Agency 
Montreal, Canada \ 68 William Street 


been diffused and difficult to digest, 
Mr. Boggs’ contribution ably fills q 
conspicuous gap. 

The booklet contains concise instruc. 
tions as to the actual installation anq 
operation of this system of accounting, 
A “general balance sheet”’ is presented 
under both the accrual and the cash 
method. The several books and records 
which enter into the system are in turn 
explained, and the application of 
various situations, such as losses on 
loans, recoveries, profits on securities 
sold, amortized premiums and rebates 
on tax payments, is discussed. The text 
is complemented by a number of illus- 
trations and diagrams. 


You, UTILITIES AND THE GOVERN- 
MENT. By Ernest Greenwood. D. Apple- 
ton-Century Company, 1935. 270 pages. 


| $2. 


The publisher’s summary of this 
vigorous, well written book says: “In 
general, he [Mr. Greenwood] makes the 
direct charges (1) that the Wheeler- 
Rayburn Utilities Act is the culmina- 
tion of the Administration’s plan to 
destroy privately owned utilities; (2) 
that this act makes the utilities the 
spearhead of a movement to destroy 
large-scale business in the United 
States; (3) that the attack upon the 
utilities is the first step in giving the 
Constitution and our present form of 
democratic government the traditional 

‘works’.”” 

Mr. Greenwood, journalist and for- 
mer publicity man for various executive 
departments of the Government, states 
in his foreword: “This book is in no 
sense a defense of the public utilities, 
nor will it serve as a whitewash for 
everything they have done in the past. 
The leaders have made many mistakes. 
Financial structures have crashed which 
never should have been built... 
There are territories, here and there, 
where rates are unjustifiably high, but 
they are the exception.” The purpose 
is, rather, to “show not only the eco- 
nomic effect on the public utilities and 
their owners, the American people, of 
the Government’s attack on them, but 
to show the effect on the coal industry, 
the oil industry, the gas industry, and, 
in fact, on all business and industry if 
the Federal Government succeeds in its 
plans and secures control of all of the 
sources of electric light and power.” 

The author discusses and dissects 
the Wheeler-Rayburn Act, the T.V.A., 
the Passamaquoddy power project, 
the “yardstick” theory, and findings 
of the Federal Trade Commission in 
the latter’s “power trust” inquiries, 
especially with regard to the textbook 
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and school pamphlet “scandals” aired 
a few years ago. Many of the attacks 
on the utilities, he holds, have been 
entirely unjustified. The open assault 
began, he recalls, “several years before 
Mr. Roosevelt took office, although it 
never got very far until it received the 
full weight of his support after he be- 
came President.” 


INCOME AND ECONOMIC ProGREss. By 
Harold G. Moulton. The Brookings 
Institution. 1935. 191 pages. $2. 

This work constitutes the 68th publi- 
cation of the Institution and is the last 
volume in a series of four devoted to an 
analysis of the “ Distribution of Wealth 
and Income in Relation to Economic 
Progress.” 

The present book draws together 
the lines of reasoning developed in the 
three preceding works: America’s Ca- 
pacity to Produce, America’s Capacity to 
Consume and The Formation of Capital. 
Through intelligent and painstaking 
use of statistical material and by appli- 
cation of economic history and progress 
the premise is arrived at that productive 
power is not sufficiently expended and 
that consumption of productive efforts 
is not proportionately and equitably 
distributed. This may seem a truism. 
But it is here brought out with emphasis 
to show the means of closing the gap 
between capacity and utilization so as 
to generate a greater flow of national 
income. 
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Wage and salary adjustments, dis- 
bursements of premiums and bonuses, 
profit-sharing devices, insurance, pen- 
sions, taxation and government ex- 
penditures are all suggested avenues 
of reform. But the adoption of a long 
range policy of price revamping is 
apparently recommended as promising 
the best solution. 


Mr. Moulton modifies his closing re- | 
marks by proposing further and more | 
complete surveys on various aspects of | 


the whole subject. 


THE PROBLEM OF CREDIT Po.icy. By 


E. F. M. Durbin. John Wiley & Sons, 
Inc. 1935. 267 pages. $3. 

Mr. Durbin offers a unique volume. 
Here, and at once, are discussed all 
the ramifications of credit. Money and 
prices, income and costs, monetary 
expansion and saving and investment 


are spread out before the reader in an | 


exceedingly intricate, but no less inter- 
esting, pattern. 


Fortunately, and helpfully, an an- | 
alytical table of contents precedes the | 
main body of the text. Possibly the | 
banker will find of greatest use a chapter | 
dealing with the instruments of control | 


for the “practical execution of a con- 
stant income policy ”’. 

Frequent use is made of diagrams and 
technical formulae. The book is largely 
arranged on reasonings advanced by 
Professor F. A. Hayek, John Maynard 
Keynes and Dennis H. Robertson. 
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PROTECTION 
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SAFETY Way 


WC NEW 


HAMMERMILL 
PORTFOLIO OF 
PROTECTED CHECKS 


This new portfolio, which fits a regulation letter size 
file, contains specimens of actual checks on Ham- 
mermill Safety Paper in use today by outstanding 
American banking institutions. 


For two decades Hammermill Safety Paper has been 
the standard sulphite safety paper where moderate 
cost is as important as quality reproduction and pro- 
tection against alteration. Because the paper is 
made complete in one mill (pulp, paper and sensi- 
tizing) it is uniform in strength, safety features, color 


and writing surface. 


Fill in the coupon below for this New portfolio of 
actual sample checks. The postman will bring your 


copy. 


Hammermill Paper Company, Erie, Pa. 


Please mail me a copy of the New Hammer- 
mill Portfolio of Checks on Hammermill Safety 


(Attach this coupon to your bank letterhead 
please.) 
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Bank Accrual Accounting 


(CONTINUED FROM PAGE 33) 

at the time of purchasing the various 
securities, there is found the total in- 
terest paid and accrued, which in this 
instance was $903.28. This should ap- 
proximate the amount of accrued in- 
terest collected on sales and coupons 
due. A small adjustment will be neces- 
sary because the daily earning figure is 
not carried beyond the second decimal. 

If the reader will familiarize himself 
with the foregoing statements pertain- 
ing to interest accrued on securities, it 


GMAC SHORT TERM NOTES 


available in limited amounts 
upon request 


will be unnecessary to discuss at length 
the method of accruing interest earned 
on loans which is not payable in ad- 
vance. An illustrated accrual sheet is 
shown which should not be difficult to 
understand. However, in placing books 
on an accrual basis an account should 
be opened in the general ledger entitled 
Interest Accrued on Commercial Loans. 
The accrued interest to the date of 
changing to an accrual basis on these 
loans is determined and handled exactly 
as explained in the above paragraphs 


GENERAL MorTors 
ACCEPTANCE CORPORATION 


Executive Office -- BROADWAY at 57TH STREET -- New York, N. Y. 


OFFICES IN PRINCIPAL CITIES 


ESTABLISHED MARCH 24, 1933 


RESOURCES EXCEED 
$300,000,000 


NATIONAL BANK 
OF 
DETROIT 


Detroit, Michigan 


pertaining to interest accrued on ge. 
curities. 

The reader’s attention is directed to 
the illustrated accrual ledger sheet. 
All loans on which the interest is paid 
in advance are to be set up in the dis. 
count accrual ledger. The accrued dis. 
count to the date of changing to an 
accrual basis is figured on the loans 
listed on each accrual sheet and noted 
in the Discount Accrued column. The 
total for all the accrual sheets is arrived 
at and this amount is deducted from 
the sum of the Total Discount on all the 
accrual sheets. This will give the amount 
of discount collected but unearned. A 
charge should be made against the dis- 
count earnings in the general ledger for 
this figure and a liability set up under 
title of Discount Collected but not 
Earned. Any part of this which may 
have gone into the earnings of previous 
earning periods should be charged to 
undivided profits. 

As loans are made on which the inter- 
est is paid in advance the interest paid 
should be credited to this liability ac- 
count, Discount Collected but not 
Earned. The loans should be listed in 
the discount accrual ledger according 
to their maturities. The “daily earn- 
ings” should be increased by one day’s 
earnings on the notes added. Any prin- 
cipal payments will necessitate a de- 
crease in the “daily earnings” by one 
day’s earnings on them. The rebate of 
interest made necessary by the pay- 
ments should be entered as a deduction 
from Total Discount. 

The figures appearing under Number 
Days represent the number of days the 
various “daily earnings” figures are 
effective and are used in arriving at the 
amount of Discount Accrued on the 
various accrual sheets. This should, 
with the exception of minor adjust- 
ments, equal the Total Discount on 
each sheet, which proves that total 
discount received has been charged 
out of the liability account and credited 
to earnings. 


INTEREST ON SAVINGS 


DETERMINE the actual rate of inter- 
est the bank has paid in the past on its 
average daily savings deposit balances. 
Although a bank’s interest rate payable 
on savings deposits may be a stated 
percentage, the amount actually paid 
on average daily deposit balances would 
be less, because of withdrawals on 
which interest is disallowed. 

No detailed record is necessary for 
these accruals; merely charge one day’s 
interest (which is based on the rate 
actually paid) on the total savings de- 
posit balances at the close of the pre- 
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ceding day to the Interest Expense ac- 
count and credit a like amount in an 
account entitled Reserve for Interest 
Accrued on Savings Deposits. As the 
interest is actually credited at the end 
of the period, it is to be charged to this 
Reserve account. Any differences be- 
tween the amount actually credited and 
the amount accrued should be adjusted. 

If this accrual is started between 
interest paying dates, the accrued inter- 
est from the last interest paying date 
should be determined and charged to 
the Interest Expense account and cred- 
ited to the “Reserve” account. Any 
portion of this interest accruing during 
previous earning periods should be 
charged to undivided profits. 


INTEREST ON C/D’S 


THE same procedure as outlined above 
should be followed regarding interest 
accrued on savings deposits in deter- 
mining the actual rate paid on certifi- 
cates of deposit by the bank in the past. 
Accrue one day’s interest daily as ex- 
plained on savings deposit balances. 
As the interest is paid it should be 
charged to the Reserve for Interest 
Accrued on Certificates of Deposit. 
Periodically the actual amount of inter- 
est accrued on the outstanding certifi- 
cates should be figured and the reserve 
adjusted accordingly. 

In starting this accrual it will be nec- 
essary to determine the amount of ac- 
crued interest to date on certificates. 
This amount should be charged to the 
Interest Expense account and credited 
to the Reserve account. Any portion 
of this interest accruing during previous 
earning periods should be charged to 
undivided profits. 


MISCELLANEOUS EXPENSE 


IN handling salary expense, charge daily 
the total salaries for one day to the 
Salary Expense account and credit a 
like amount to a Reserve for Salaries 
Accrued account, out of which the sala- 
ries will be paid when due. 

If rent is payable in advance it should 
be charged to Deferred Expense when 
paid. Each day one day’s pro rata share 
should be credited out of this account 
and charged to the Rent Expense ac- 
count. 

Insurance expense should be charged 
to Deferred Expense when paid and pro 
rated to Insurance Expense daily. 

It is possible and practical to accrue 
other expense items not mentioned 
above, but I believe if the foregoing 
procedures are understood, further ex- 
Planations are unnecessary. 

Some bankers hesitate to place their 
books on an accrual basis because they 
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want to know what their actual cash 
income and disbursements amount to. 
This can be very quickly determined for 
any period of time by making the fol- 
lowing calculations. To determine the 
cash income collected on any accrued 
income account for any period of time, 
deduct the increase in the accrued re- 
ceivable account from the increase in 
the income account. If there has been a 
decrease during the period in question 
in the accrued receivable account, that 
decrease plus the increase in the income 
account will equal the cash collections. 
To determine the actual disbursements 
for interest or any other expense which 


is being accrued, deduct the increase 
in the reserve account from the increase 
in the expense account. If there has been 
a decrease in the reserve account that 
decrease plus the increase in the expense 
account will equal the cash disburse- 
ments. 


NOT COMPLICATED 


I HAVE gone into great detail in the 
above explanations because many bank 
accountants connected with smaller 
institutions seem to think there is some- 
thing very complicated about accrual 
accounting. It should appear clearly 
that this is not true. 


Our complete banking facilities in- 


sure out-of-town banks and bankers 


prompt, efficient and economical handling of ac- 


counts in Chicago— we invite you to use our facilities. 


Crry Narionat Bank 


AND TRUST COMPANY of Chicago 


208 SOUTH 


LA SALLE 


STREET 


REVOLUTIONIST? 
NO! Just a bookkeeper who 


ruined a complicated balance 


sheet by rubbing a hole in it 


with an ink eraser. He’s waiting. for the vice-president 


in charge of office supplies to tell him that Resolute 


stands up under erasures because of its new rag 


content. Neenah Paper Company, Neenah, Wisconsin. 
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ECONOMICAL 
PROTECTION 


Every Employers Mutual policy 
is written in the interest of the in- 
sured. As a result, our service 
is broader, our policies are more 
liberal and the net costs of Auto- 
mobile and other Casualty in- 
surance are greatly reduced by 
mutual-dividend savings. 


(Non-Assessable) 


HOME OFFICE 
WAUSAU, WISCONSIN 
Branch offices in the principal 


cities of the Middle West. Con- 
sult your Telephone Directory. 


BANCO DE 
BOGOTA 


Established 1871 
The Oldest Bank in the Republic of Colombia 
a 
Capital: 
$5,000,000 Colombian Gold 


Reserve Funds: 
$2,363,817.48 Colombian Gold 

Head Office: BOGOTA 

Branches: 
Barranquilla 
Barrancabermeja 
Cali 
Cucuta 
Girardot 
Honda 


Ibague 
Medellin 
Neiva 
Pamplona 
Tunja 


Agencies: 
Bucaramanga 
Pereira 


Foreign Correspondents all over the World 
Cable Address for Head Office and Branches: 
BANCBOGOTA 
National P. O. Box 148 
Airmail P. O. Box 3436 


ALL BANKING BUSINESS TRANSACTED 
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Aid for Home Builders 


PROMINENT trend in real estate 
mortgage financing is the emphasis 
being placed on construction quality as 
a means of strengthening security. 
Various agencies, including Govern- 
ment units, have become identified with 
this movement and the subject is re- 
ceiving wide attention. 

An outline of the Federal Home Loan 
Bank System’s proposed program of 
cooperative assistance to persons who 
want to build or own better homes was 
presented to the recent convention of 
the Massachusetts Cooperative Bank 
League by Walter H. Neaves, president 
of the Federal Home Loan Bank of 
Boston. The program is to be offered to 
member institutions at the suggestion 
of the 12 regional bank presidents who 
believe, Mr. Neaves said, that the 
service can be offered as a part of mort- 
gage lending activities at a nominal 
cost to the borrower. 


LESS COST, LESS RISK 


“IN effect,” he explained, “you will 
be servicing every loan before the loan 
is made. You will be able to give your 
borrowers definite and up-to-date in- 
formation about materials, construction 
methods, architectural designs, etc. It 
is hoped that better homes will be built 
at less cost and at less risk to you as 
lending institutions. 

“The proposed service offered through 
the member banks to home builders 
and home buyers will receive the coop- 
eration of various Federal agencies 
such as the Bureau of Standards of the 
Department of Commerce, of archi- 
tects, material and supply dealers, 


| contractors and builders. Accurate in- 


formation with regard to building ma- 
terials will be available, and advice as 


| to designs for homes over a broad price 


range will be offered. Information 
regarding prefabricated homes, new 
equipment, and new methods of build- 


| ing homes will be made available. 


““We believe that better homes can 


| be built, and possibly at lower cost. We 


believe that homes built in accordance 
with the advice furnished by our mem- 
ber institutions, with the construction 
fully supervised by them, can, upon 
completion, be considered as properly 
constructed and as a result have a 
greater resale value than if otherwise 
constructed. 

“This servicing will in many cases 
require the full supervision of an archi- 


tect; and in these cases the borrower 
will naturally pay for such services, Ip 
many cases, however, small homes can 
be constructed in accordance with the 
advice of the lending institution byt 
without the active supervision of an 
architect. It is possible that the lending 
institution will also be able to offer ad- 
vice based upon a careful budgeting of 
the buyer’s income and expenses, and 
will counsel against building an expen- 
sive home in a declining or blighted 
neighborhood.” 

Other speakers at the convention 
discussed various phases of real estate 
mortgage activity. John R. B. Byers, 
former director of mortgage insurance, 
Federal Housing Administration, urged 
adoption of the “direct reduction loan 
plan” initiated by Federal legislation. 
This, he said, was the simplest form of 
mortgage contract for the purchase of 
homes on terms as moderate as rental 
payments. Rents are rising throughout 
the country, Mr. Byers reported, and 
real estate prices are destined to rise 
with them. For those who would finance 
their homes on the most advantageous 
terms this is a buyer’s market. 


CHEAPER TO OWN 


WARNER M. ALLEN, secretary of the 
League, noted that rents were rising 
faster than property values, “so that 
it is decidedly cheaper to own than to 
rent.” 

“Our office,” he said, “believes 
thoroughly that the direct reduction 
loan, as provided by Federal legislation, 
has come to stay. In some instances 
this plan of lending has distinct ad- 
vantage for the borrower and our banks 
are rapidly expanding its use.” 

A. George Gilman, president of the 
Malden Savings Bank, told the conven- 
tion that the mortgage lending institu- 
tions of Massachusetts actually took 
into foreclosure during the depression 
only one-third of the total amount of 
real estate they would have been legally 
justified in foreclosing. As many as 300 
of every 1,000 mortgages were at one 
time in distress, but in two-thirds of 
these cases the banks found means to 
help the borrowers. 

Judge Ralph M. Smith, vice-presi- 
dent of the West Somerville Coopera- 
tive Bank and associate justice of the 
Somerville district court, was elected 
president of the League. He succeeds 
Lawrence H. Marston of Malden. 
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Bank Loans for Car Buyers 


WE made a survey before installing an 
automobile finance division by writing 
a number of banks throughout the 
United States which had had experience 
in automobile financing. All cooperated 
jn a fine way with information and ex- 
perience. Particularly are we indebted 
to the American Trust Company of San 
Francisco for its cooperation in permit- 
ting us to use some of its publicity in 
the preparation of our booklet—The 


Author 


HE automobile finance division of 

our personal loan department has 
only been in operation since August 1 
last, and it is perhaps a bit too early to 
appraise results. Judging from com- 
ments we are hearing, however, this 
service has created a large amount of 
good will on behalf of our institution. 

The division is part of the personal 
loan department which we established 
on January 1 of this year and which, 
incidentally, has had a very encourag- 
ing growth. It was the satisfactory ex- 
perience we had in the placement of 
small loans, meeting what was appar- 
ently a real need in our community, 
that prompted us to expand the depart- 
ment’s facilities so as to aid buyers of 
new standard automobiles. 

In financing car purchases we look 
first to the credit of the maker and then 
to the equity in the vehicle. The busi- 
hess we are receiving is the result of 
our direct mail advertising, the customer 
coming to us in the first place or insist- 
ing that his dealer utilize the facilities 
of this bank. 

Our plan is concisely set forth in a 
short circular which we have widely 
distributed to prospective car buyers. 
In this leaflet we say: 

“To those considering the purchase 
of new standard make cars but who pre- 
fer not to pay the whole amount in cash, 
Houston National Bank is prepared to 
extend the advantages and economies 
of bank credit in handling monthly 
payments. 

“The plan is simple. First, select the 
automobile you intend to buy, and have 
the dealer appraise your present car. 
Then, see the Personal Loan Depart- 
ment of Houston National Bank, 
which will complete the details of your 
purchase if your application is approved. 

“No endorsements or guarantee are 
required in obtaining a loan. Your car 
acts as security and credit is extended 
directly to you as a —— resident 
of this community . . . for all appli- 
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cants must possess high credit rating, 
clear record for the prompt payment of 
their obligations and sufficient income 
to assure their ability to make their 
monthly payments comfortably. It is 
not necessary to be a depositor, though 
your account is invited at all times. The 
amount of the loan represents a conserv- 
ative portion of the new car’s value— 
usually two-thirds of the purchase price, 


By MELVIN ROUFF 


Vice-President, Houston National Bank 


plus the premiums for the insurance 
necessary to protect the car owner, as 
well as the bank. You may select your 
own insurance agent.” 

To interrupt for a moment, it is in- 
teresting to note at this point that by 
permitting the car purchaser to choose 
his own! insurance agent or agency we 
have cemented to us the good will of 
some 200 insurance agents who natu- 


the logical bank for 
correspondent service 


in ATLANTA : 


« FULTON 


Friendly 


NATIONAL HANK» 


ATLANTA, 


GEORGIA 


BANCO ITALIANO-LIMA. 


Incorporated in Lima, Peru, on April 3rd, 1889. 


Cable Address: 


Bitaliano, Lima. 


Capital paid-up: S/ 8.000.000.00 
Reserves: 


S/11.595.330.01 


BRANCHES: 


Callao 
Cuzco 
Ica 
Piura 


Arequipa 
Chincha Alta 
Huanuco 
Pisco 


Cajiete 
Huacho 
Mollendo 
Puno 


Chiclayo 
Huancayo 
Pacasmayo 
Tacna 


Trujillo 


Agencies in every place of any commercial importance in Peru. 
Correspondents in all parts of the world. 


The Most Important Peruvian Banking Organization 


Unsurpassed facilities for Overseas Trade and Tourism. 


Undertakes every descri — 


connecte 


tion of Banking business 
with Peru: 


Commercial Credits, Foreign Drafts, Money Orders, 
Travellers’ Cheques and Travellers’ Letters. 


PERUVIAN COLLECTIONS EFFECTED PROMPTLY. 


We invite your Correspondence. 
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«eAvailable 


to you 


are the state-wide banking 
services which this Connecti- 
cut bank can offer you through 
its main office in Hartford, and 
its various branches through- 
out central Connecticut. 


We will be very glad to assist 
you in handling any of your 
banking problems. 


HARTFORD-CONNECTICUT 
TRUST COMPANY 


BRANCHES 


Meriden Middletown Rockville 


Stafford Springs . Wethersfield 


GENERAL 
MILLS, inc. 


29th Consecutive 
Common Stock Dividend 


September 24, 1935 
Directors of General Mills, Inc. announce the 
declaration of the regular quarterly dividend 
of seventy-five cents per share upon the com- 
mon stock of the Company, payable November 
1, 1935, to all common stockholders < record 


be closed. This is the 29th consecutive divi- 
dend on General Mills Common. 
(Signed) KARL E. HUMPHREY, 
Treasurer. 


wiy NOT 
NOW? 


rally welcome opportunities for new 
business and who are strong boosters 
for our bank and its automobile finance 
plan. 

Quoting again from our circular: 

“The down payment, usually one- 
third of the delivered price, may be 
covered by cash, by the trade-in value of 
your old car or by a combination of the 
two. The balance, covered by your 
loan, may be met in either 12 or 18 
uniform monthly payments. 

“Aside from insurance, a Houston 
National Bank loan costs exactly 6 per 
cent discount for one year, and a cor- 
responding rate for 18 months. 

“There is no brokerage to pay, no 
extra charges of any kind. The results 
is a substantial savings over most finan- 
cial methods. 

“In addition to economy, Houston 
National Bank loan affords these other 
worthwhile advantages: 

“You place yourself on the advan- 
tageous footing of a cash buyer. 

“You know the exact cost in advance. 

“Finally, you are building up your 
credit at your bank, which opens the 
door to a variety of useful services.” 


COSTS 


IT is difficult to figure our costs 
accurately in the personal loan depart- 
ment and the automobile finance divi- 
sion at this time. In our note and 
collateral department there are three 
assistant cashiers and one clerk, and to 
these four men were assigned the duties 
of handling the entire job without ad- 
ditional overhead. They had been in 
the credit department for six years and 
thoroughly understood the field to be 
covered. 

These three officers constitute a 
junior discount committee which meets 
each morning and considers the previ- 
ous day’s applications for personal and 
automobile loans. They have before 
them not only the applications but 
credit information obtained from ref- 
erences and from the Retail Credit As- 
sociation. The senior officers do not 
handle any of these loans, but twice a 
month the loans are reviewed by the 
senior discount committee. The junior 
group is charged with full responsibility 
for placement and collection. Thus these 
men are receiving an excellent training 
fcr positions as senior executives. 

The total additiona! cost of the per- 


| sonal loan department, including the 


automobile division, has been for 
stationary, postage and some advertis- 
ing. We have done no newspaper ad- 
vertising of either activity, although 
we have used a few outdoor paper poster 
boards. 


@ CUT OUR OFFICE 
PENCILCOST 


THIS EASY WAY. 


“Wes save over 41c loyee 
year since we e& 
with instea 


UTOPOINT PANY, Dept. B11 


Foster Avenue, Chicago, i. 


Of Pencil 


CAN'T 
JAM OR CLOG 


Makes its own perl 
5000 in one loading 


For free trial, without obligation or ex- 
pense, simply return this advertisement 
attached to your business letterhead. 


| The BATES MFG. CO. 30 Vesey St., New York 


MAKERS OF BATES NUMBERING MACHINES 
Dept. 1-2 


“This Is a Hold-Up!” 
has seldom been heard in a bank 
equipped with PADUA Hold-Up Alarm 
system. Bandits are too wise to take 
chances in PADUA-equipped banks. 


Write 
for 
information 


PADUAHold-UpAlarm Corporation 
149 Seneca Street Cohoes, N. Y. 


FLAT COIN WRAPPERS 
BILL STRAPS 
RECORDING COIN WRAPPERS 


Send for portfolio showing 
new designs and all 
denominations 


MONTROSS & CLARKE CO. 
INCORPORATED 


34 Ferry Street =< York City 


BANK SUPPLY SALESMAN 


To sell our complete line of stock, 
bound and loose leaf bank account- 
ing records. Strictly commission. 
Box F. 


| 
| 
| : h 
a... | ) 
pli 
In 
| FREE | 
| | BATES ff @ 
>... STAPLER 
| 
| 
Checks will be mailed | 
| 
| 
| 
| 
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Film Records 


PROPOSED simplified practice rec- 

ommendation concerning the width 
of photographic film used in making 
micro-copies of documents has been 
mailed to libraries, educational institu- 
tions, and others interested, for their 
consideration and approval, says an 
announcement by the Division of Sim- 
plified Practice, National Bureau of 
Standards. 

The program establishes two widths 
of photographic film, to aid in stabiliz- 
ing the development of this specific 
method of reproducing records. The 
widths are 16 millimeters and 35 milli- 
meters. A representative standing com- 
mittee will keep the recommendation 
abreast of current technical research 
concerning the relationship of film width 
to lens systems, image size, reduction 
ratio, and film emulsion. This study is 
being coordinated to the end that essen- 
tial apparatus may be designed, built, 
and distributed with the assurance that 
abrupt changes will not hamper the 
users. 


Private Capital 


N October 21 the Federal Housing 

Administration announced that its 

business had exceeded the $400,000,000 
mark, divided as follows: 


MONARCHY 


The National Assembly of Greece 
voted to abolish the republic and 
restore former King George II 


WIDE WORLD 


Title I modernization and repair 
notes insured, $185,338,724; Title II 
mortgages selected for appraisal, $200,- 
190,239; low cost housing mortgages 
accepted for insurance, $21,371,874. 
The combined total of $406,900,837 
represents private capital, for the 
F.H.A. itself does not lend money. 

“Tt is estimated from available statis- 
tical sources and reports gathered from 
industry,” said the Administration’s 


ing of the program of modernization and 
repair by the Federal Housing Adminis- 
tration, more than $900,000,000 of this 
type of work has been done. The effect 
of this activity throughout the country 
has been felt by the gain in reemploy- 
ment and general business activity. 
“Under Title II, which is the pro- 
gram of home mortgage insurance, 
approximately 72 per cent of the mort- 
gages selected for appraisal will be ac- 


announcement, “that since the launch- cepted for insurance.” 


PROGRESS 


During the First Nine Months of 1935, Insurance 


in Force Increased Thirty-two Millions, and is now 


One Billion Three Hundred Thirteen Millions. 


NEW ENGLAND MUTUAL 


Life Insurance Company of woston 


1835 — CHARTER CENTENARY YEAR — 1935 


Statement of Ownership 


(STATEMENT OF THE OWNERSHIP, MANAGEMENT, CIRCULATION, Etc., REQUIRED BY THE ACT OF CONGRESS 
OF MARCH 3, 1933, of BANKING, published monthly at New York, N. Y., for Oct. 1, 1935. 


{State of New York, county of New York, ss. Before me, a Notary in and for the State and county aforesaid, 
personally appeared L. E. Lascelle, who, having been duly sworn according to law, deposes and says that he is 
the Business Manager of BANKING and that the following is, to the best of his knowledge and belief, a true 
statement of the ownership, management (and if a daily paper, the circulation), etc., of the aforesaid pub- 
lication for the date shown in the above caption, required by the Act of August 24, 1912, embodied in section 
537, Postal Laws and Regulations, printed on the reverse of this form, to wit: 


41. That the names and addresses of the publisher, editor, managing editor, and business managers are: 
Publisher, F. N. Shepherd, 22 East 40th Street, New York, N. Y.; editor, F. N. Shepherd, 22 East 40th Street, 
New York, N. Y.; managing editor, William R. Kuhns, 22 East 40th Street, New York, N. Y.; business 
manager, L. E. Lascelle, 22 East 40th Street, New York, N. Y. 


42. That the owner is: (If owned by a corporation, its name and address must be stated and also immediately 
thereunder the names and addresses of stockholders owning or holding one per cent or more of total amount of 
stock. If not owned by a corporation, the names and addresses of the individual owners must be given. If 
owned by a firm, company, or other unincorporated concern, its name and address, as well as those of each 
individual member, must be given.) The American Bankers Association, 22 East 40th Street, New York, N. Y. 
(A voluntary unincorporated association of banks: Rudolf S. Hecht, Hibernia National Bank, New Orleans, 
La., President and F. N. Shepherd, 22 East 40th Street, New York, N. Y., Executive Manager.), 


43. That the known bondholders, mortgagees, and other security holders owning or holding 1 per cent or 
more of total amount of bonds, mortgages, or other securites are: None. 


494. That the two paragraphs next above, giving the names of the owners, stockholders, and security holders, 
if any, contain not only the list of stockholders and security holders as they appear upon the books of the 
company but also, in cases where the stockholder or security holder appears upon the books of the company 
as trustee or in any other fiduciary relation, the name of the person or corporation for whom such trustee is 
acting, is given; also that the said two paragraphs contain statements embracing affiant’s full knowledge and 
belief as to the circumstances and conditions under which stockholders and security holders who do not 
appear upon the books of the company as trustees, hold stock and securities in a capacity other than that of a 
bona fide owner; and this affiant has no reason to believe that any other person, association, or corporation 
has any interest direct or indirect in the said stock, bonds, or other securities than as so stated by him. 


5. That the average number of copies of each issue of this publication sold or distributed, through the mails 
or otherwise, to paid subscribers during the twelve months preceding the date shown above is.—(This in- 
formation is required from daily publications only.) 

L. E. LASCELLE, 


Business Manager. 
Sworn to and subscribed before me this 26th day of September, 1935. 
{Elizabeth Rautanen, Notary Public, Bronx County, New York Co. Clk’s No. 274, Reg. No. 6R145; Bronx 
Co. Clk's No. 21, Reg. No. 24R36. Certificate filed in Westchester County. 
(My appointment expires March 30, 1936.) 
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The BANKING, Market 


JOURNAL OF THE AMERICAN BANKERS ASSOCIATION 


OCTOBER 1935 


@ The banks of the United States will spend for equipment 
and supplies, in the year 1936, a minimum of $44,913,627 
according to figures recently compiled by BANKING. 


@ Among the more important items to be purchased with 
this money are included: 


ACCOUNTING MACHINES FOUNTAIN PENS AND DESK SETS 
ADDING MACHINES LEDGERS 

BOOKKEEPING MACHINES LETTERHEADS AND ENVELOPES 
CALCULATING MACHINES LOOSE LEAF SUPPLIES 

CHECKS MAILING EQUIPMENT 

CHECK PROTECTORS PROTECTIVE EQUIPMENT 

COIN MACHINES POSTING MACHINES 

COIN WRAPPERS REGISTERS 

DICTATING MACHINES SAFES AND VAULTS 
DUPLICATING EQUIPMENT SAFE DEPOSIT BOXES 

FILING EQUIPMENT TYPEWRITERS 


@ Banks today are studying more carefully than ever before 
the possibilities for reductions in operating costs through more 
efficient machinery and their 1936 purchases will reflect the 
new thinking on this important subject. 


BANKING 
AMERICAN BANKERS ASSOCIATION 
22 EAST 40TH STREET, NEW YORK CITY 


Sem onrm ae 


Ay 

bo 

AU 

effi 

BA 

ole 

BA 

sp 

B: 

gi 
Bs 

in 

as 

wi 

B: 

nu 

Be 

tit 

B 

be 

C 

be 

C 

or 

in 

C 

92 
BANKING 


Table of Advertising Contents 


AMERICAN SURETY COMPANY OF NEw York states that fidelity 
bonds afford protection against unpredictable losses 

AvtopoIntT CoMPANY claims a definite annual saving and greater 
eficiency for users of its mechanical pencils 

Banco DE Bocota, which has 13 branches and agencies, is the 
oldest bank in the Republic of Colombia 

Banco ITALIANO-LIMA, with 17 branches in Peru, offers its corre- 
spondent facilities 

Bank OF AMERICA NATIONAL Trust & SAvINGs ASSOCIATION 
gives a basis for judging the extent of its branch system 

BANK OF MONTREAL offers its nationwide correspondent facilities 
in Canada 


BANKERS TRUST CoMPANY shows total assets of $1,001,321,732.20_ 


as of September 30 


BANKING names some of the equipment and supplies that banks 
will purchase during 1936 


Bates MANUFACTURING Company is the maker of staplers and 
numbering machines 


BonDEX, INCORPORATED, States that users of its system will save 
time and make decisions more accurately 


BurrouGHS ADDING MACHINE CoMPANY will send on request a 
booklet that describes posting methods 


CeNTRAL HANOVER BANK AND Trust Company offers general 
banking and correspondent facilities in New York 


CuasE NATIONAL Bank had resources totaling $2,220,541,052.06 
on September 30 2nd C 


Ciry NATIONAL BANK AND Trust Company offers general bank- 
ing and correspondent facilities in Chicago 


ComMERCIAL UNION Group points out its “steady growth in the 
scope and function of insurance protection” 


CONTINENTAL ILLINOIS NATIONAL BANK AND TRUST COMPANY 
or Cutcaco offers general banking and correspondent facilities. . . 


CruM AND ForsTER list eight insurance companies under their 
management 


De Luxe CHECK PRINTERS can furnish ten check styles on six 
colors of safety paper 


Devine, C. J., & Co. specializes in United States Government 
Securities 

Dick & MERLE-SmITH offer specialized services in handling large 
investment accounts 


DoucLas GUARDIAN WAREHOUSE CORPORATION discusses its 
method of issuing warehouse receipts against inventory 


Du Pont, Francis I., & Company offers “competent supervision 
of investment funds” 


EDIPHONE, THOMAS A. Eptson, Inc., tells what its equipment 
accomplished in an advertising agency 


EMPLOYERS MuTuALS states that every one of its policies is 
“written in the interest of the insured” 


Farmers Deposir NATIONAL BANK OF PittsBuRGH had total 
assets of $96,227,025.22 on September 30 


FEDERAL INTERMEDIATE CREDIT BANKS name several advantages 
of their consolidated debentures 


FIDELITY AND Deposit CoMPANY OF MARYLAND maintains com- 
plete offices in 38 principal cities 


First NATIONAL BANK oF CuHIcAGo offers general banking and 
correspondent facilities 


First NATIONAL BANK OF MEMPHIS had total assets of $41,113,- 
129.18 on October 18 


Futton NATIONAL BANK offers correspondent and general bank- 
ing facilities in Atlanta 


GENERAL MILLs, INCORPORATED, announces its 29th consecutive 
common stock dividend 


GENERAL Motors ACCEPTANCE CoRPORATION deals inG MAC 
short term notes 


GeRTLER Company, INC., specializes in municipal securities 


Guaranty Trust Company oF New York reports total resources 
on September 30 of $1,779,579,553.48 


HawMERMILL Paper Company will mail on request its portfolio 
of checks on safety paper 


Hartrorp-Connecticut Trust Company offers its state-wide 
g facilities 

Home INsuRANCE Company, NEw YorK, reports total assets on 

last June 30 of $99,333,301.37 
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3rd Cover 


ImproveD Risk MuTUALS state that it is possible to economize 
safely on fire insurance 


INVEsTORS SYNDICATE describes the forms of settlement its con- 
tract holders may elect 

LAWRENCE WAREHOUSE ComPANY Offers a free consultation serv- 
ice on field warehousing 

Live Stock NATIONAL BANK offers general banking and corre- 
spondent facilities in Chicago 

LonDON ASSURANCE quotes a “‘famous last line” 

LUMBERMENS MutuaL CasuaLty COMPANY answers the ques- 
tion: ‘‘ What is your advice regarding automobile insurance?”’.. . . 
MANUFACTURERS Trust Company had total resources of $633,- 
239,941.99 on September 30 


MarINE MipLanp Group has an “intimate day to day knowl- 
edge” of business conditions in New York State 

MaryLanp Casuatty Company offers the advice of its safety 
engineers to policyholders and agents 

Mericka, Ws. J., & Co., Inc., offers institutional brokerage 
service in defaulted municipal bonds 

MILLERS NATIONAL INSURANCE COMPANY operates through a 
nation-wide agency system 

Montross & CrarKE Co., INc., have a portfolio describing their 
coin wrappers 


Moopy’s Investors SERVICE says that handling the bank’s 
bond account is more than a one-man job 


NATIONAL BANK OF DeEtRoIT offers general banking and corre- 
spondent services 

NATIONAL CasH REGISTER COMPANY says that the days of hu- 
man errors and unnecessary labor in bookkeeping are gone... . . 
NaTIoNaL City BANK OF CLEVELAND calls attention to its time- 
saving correspondent service 

NATIONAL SURETY CORPORATION cites examples of long-unsus- 
pected defalcations 

NEENAH PAPER ComPaNy says that its rag content papers easily 
stand the strain of erasures 

New ENGLAND Mutvat Lire INsurRANCE states that 


insurance in force increased $32,000,000 in the first nine months 
of 1935 


New York Trust Company on September 30 had total re- 
sources of $462,141,465.81 


NorTHERN Trust Company offers general banking and corre- 
spondent services in Chicago 


Ot1s ELEVATOR Company makes a point about its product in con- 
nection with foreclosed buildings 


Pactric LIGHTING CORPORATION gives notice of its quarterly pre- 
ferred and common dividends and publishes a condition state- 


Papua Hotp-Up ALARM CoRPORATION states that bandits avoid 
Padua-equipped banks 


PHILADELPHIA NATIONAL BANK says: “ Institutions, like precepts, 
are sound not because they are old. They are old because they are 


Poor’s PUBLISHING COMPANY announces that its manuals are in- 
cluded with its new daily reports 


Pusiic NATIONAL BANK AND Trust CoMPANY OF NEw YORK 
had total resources on September 30 of $147,857,436.58 


RECORDAK CORPORATION tells of another bank that found oper- 
ating economies possible with the Recordak system 


REMINGTON RAND describes one bank’s experience with Powers 
punched cards 


Riccs NATIONAL BANK says “all roads lead to Washington’’.. . 


Royat Bank oF Canapa has 672 branches in Canada and New- 
foundland and others in important financial centers. .......... 


Satomon Bros. & HutTzier have branches in Boston, Phila- 
delphia, Chicago, Cleveland and Minneapolis............. 


STANDARD ACCIDENT INSURANCE ComPaANy has 6,500 representa- 
tives throughout the country for the benefit of its policyholders. . 


Topp Company points out that there was an increase of 68 per 
cent 7 forgery crimes in New York State in the first six months 
of 193 
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Direct Loans 


For Automobile Purchases 


By JOHN FARNHAM 


CED with a diminishing demand 
for loans from commercial borrow- 
ers, banks all over the country are 

turning to direct loans on automobiles 
as a way in which loan portfolios can be 
expanded. These loans are not to be 
confused with the endorsed paper that 
banks have long taken from automobile 
dealers and the instalment finance com- 
panies. Instead, the automobile owner, 
present or prospective, makes his own 
credit arrangement with the bank 
without the intervention of a third 
party. 

On the Pacific Coast, the Bank of 
America is doing this by means of an 
“automobile letter of credit.” This in- 
strument, L. M. Giannini stated in a 
recent interview, “is in the hands of the 
purchaser when he selects his car and 
permits him to deal as a cash buyer. 
The bank pays the dealer cash for the 
net balance due him and the buyer then 
repays the bank in monthly instal- 
ments... .” 

This is a more elaborate system than 
most banks are likely to be inclined to 
use, especially where the volume of 
automobile paper that they care to take 
on is not expected to be large. In such 
instances the handling of this type of 
paper through established personal or 
industrial loan departments is the most 
satisfactory method. 

Indeed, instalment automobile paper 
fits in admirably with the making of 
F. H. A. and monthly repayment loans 
secured by endorsements from two 
non-borrowing individuals. Automobile 
loans like the last two are repayable 
over a period of months in regular in- 
stalments. Hence the bookkeeping and 
records can be handled in the same 
department, the same method of col- 
lecting payments can be used through- 
out, and the same methods of credit 
investigation can be employed. 

This latter is especially important. 
Few banks are in a position to employ 
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competent automobile appraisers and 
to establish departments for the dis- 
posal of repossessed cars. Thus, unless 
they are to court trouble their credit 
investigations must be strict and bor- 
derline loans must be avoided. Generally 
speaking, banks making small indus- 
trial loans predicate their lending on 
the character and ability to pay of the 
borrower, without much regard for the 
endorsers. That is, if the borrower is a 
poor credit risk the loan is not made, no 
matter how well his endorsers may be 
rated. The same principle must apply 
in making automobile loans, so far as 
most banks are concerned. The car 
becomes secondary to the standing of 
the borrower. As an illustration of this, 
one bank, which prefers to remain 
anonymous, has made automobile loans 
for about a year through its personal 
loan department, but has never yet 
inspected a car on which it has lent 
money. 

On its face this appears an exceed- 
ingly careless way of doing business. 
However, it is not, in the bank’s experi- 
ence, for there have been no defaults. 
In the final analysis this is not surpris- 
ing. The borrower whose credit record 
can stand a thorough scrutiny and who 
fills out his loan application with com- 
plete truthfulness is not likely to 
misrepresent the automobile on which 
he wants to borrow money. Hence the 
banker’s problem resolves itself into 
determining whether or not the loan 
applicant is going to be able to live up 
to his contract. This is the identical 


problem that confronts the loan officer 
whenever a personal loan secured by 
the endorsements of non-borrowers is 
made. And, if the bank entering the 
automobile field is satisfied with its 
record in the personal loan business, it 
need thus have no fear of automobile 
paper of this type. 

Of course what this amounts to is 
selection of the preferred from the run- 
of-the-mine risks, the separation of the 
sheep from the goats. Generally speak- 
ing personal loans, by banks, are made 
only to regularly employed persons 
who can show a record of always having 
paid their bills and who are well 
thought of by their employers. Individ- 
uals falling in this group are a very 
small fraction of those who borrow 
money and who would like to borrow 
from the banks. Similarly, if such 
standards are applied to automobile 
loans a given bank will take only a 
small percentage of the automobile 
paper in its community. However, this 
volume of loans, although perhaps 
relatively small, can be profitable. In 
the first place, the losses in the banks 
that have been checked are non-exist- 
ent. In the second the rate can be set 
at around 8 per cent. 

But perhaps the greatest argument in 
favor of this type of paper is its self- 
liquidating nature. Taken individually 
each loan runs for a year with amortiza- 
tion payments at intervals of every 30 
days, but taken collectively a group 
of loans of this type is continually 
revolving. 


““THE principles of automobile financing are now suffi- 
ciently well established to permit conservative banks to 
make this service a part of their regular credit facilities,” 
states L. M. Giannini of the Bank of America. ““The pub- 
lic is entitled to the best possible service and most liberal 
terms of credit in financing automobile purchases.” 
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The Currency of the United States 


nental United States, Alaska, Hawaii, Puerto Rico and 

the Canal Zone. Following is a description of the present 
currency system of the United States, with a brief history of 
the coinage and paper money. 


COINAGE 


THE present coinage of the United States includes pieces of 
silver, nickel and copper, gold coins having been demone- 
tized by the executive orders of April 3 and August 28, 
1933.1 In addition to the coins enumerated below, obsolete 
issues of coins (as also notes of the Federal Government and 
national bank notes and Federal Reserve bank notes) con- 
tinue to remain legal tender. Under the terms of Public 
Resolution No. 10, of June 5, 1933, all currency of the 
United States is legal tender without limit. 

There are no legal limits to the several denominations of 
coin which may be issued, excepting in the case of silver 
dollars, which are subject to the authorization of specific 
legislative acts.? 

Authority for United States Coinage. Within the 
specifications in the table, “‘Coinage System of the United 
States,” the designs have been changed from time to time 
by subsequent legislation. 


: United States currency system applies in the Conti- 


Date of last 


Number of earlier 
Coin authorizing act or later acts* 
Standard silver dollar January 18, 1837 6 
Half-dollar February 12, 1873 21 
Quarter-dollar February 12, 1873 + 
Dime February 12, 1873 3 
Nickel May 16, 1866 4t 
Cent April 22, 1864 6 


*To June 30, 1934. For details, see Annual Report of the Director of 
the Mint, pp. 55-7. 
t Including laws authorizing the silver half-dime. 


Stock of domestic coin in the United States. The 
estimated stock of domestic coin in the United States on 
recent dates is shown below. The estimates take into account 
coin issued, coin melted by the mint and privately, coin 
otherwise lost, and net exports or imports. 

The amounts are in millions. 


Date Silver Minor Total 
December 31, 1934 $852.9 $130.5 $983.4 
June 30, 1935 858.1 133.0 991.1 


‘ Confirming earlier executive orders, Section 5 of the Gold Reserve 
Act of 1934, approved January 30, 1934, provided that “no gold coin 
shall hereafter be coined, and . . . all gold coin of the United States 
shall be withdrawn from circulation.” The official currency statistics 
no longer regard outstanding gold coin as being part of the monetary 
stock. The Board of Governors of the Federal Reserve System in its 
publications has revised previous data on the monetary gold stock and 
money in circulation to exclude $287,000,000, the amount of gold coin 
reported as in circulation on January 31, 1934. 

*See “Silver Certificates. ” 
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PAPER CURRENCY 


THE paper currency of the United States consists of notes 
issued by the Federal Government and by the Federal 
Reserve System. National bank notes are no longer issued; 
those still outstanding are now the obligations of the United 
States. The paper currency in circulation is reported in de- 
tail in a monthly statement issued by the Division of Ac- 
counts, Treasurer’s Office, of the Treasury Department. 
Each type of note is reported therein by denomination, total 
outstanding and total outstanding exclusive of holdings by 
the Treasury office and Federal Reserve banks and agents. 
There is also the monthly Circulation Statement of United 
States Money issued by the Public Debt Service of the Treas- 
ury. This statement, which covers coin and notes, gives 
details not elsewhere available, although not by denomina- 
tion. The Federal Reserve Bulletin regularly reports on the 
currency in circulation. 

Each type of paper currency currently in use in the 
United States is discussed separately below. 

United States Notes. United States notes—also known 
as “greenbacks” and “legal tenders”—were first issued in 
1862. Under the act of March 14, 1900, the amount out- 
standing is kept constant at $346,681,016, by the reissuance 
of all amounts received by the Treasury. The history of 
these notes is as follows:* 


The act of February 25, 1862, authorized the issuance of $150,- 
000,000, of which $50,000,000 were in lieu of an equal amount of 
demand notes, and could be issued only as the demand notes were 
canceled. A second issue of $150,000,000 was authorized by act of 
July 11, 1862, of which, however, $50,000,000, were to be a tempo- 
rary issue for the redemption of a debt known as the temporary 
loan. A third issue of $150,000,000 was authorized by the act of 
March 3, 1863. The total amount authorized, including the tem- 
porary issue was $450,000,000, and the highest amount outstand- 
ing at any time was $449,338,902 on January 30, 1864. There are 
still outstanding $346,681,016. Under the act of March 14, 1900, 
the gold reserve fund established for the redemption of United 
States notes and Treasury notes of 1890 was increased to $150,000,- 
000, and on October 31, 1929, this fund amounted to $156,039,088.4 

The reduction from the original permanent issue of $400,000,000 
to $346,681,016 was caused as follows: The act of April 12, 1866, 
provided that United States notes might be retired to the extent of 
$10,000,000 during the ensuing six months, and that thereafter 
they might be retired at the rate of not more than $4,000,000 per 
month. This authority remained in force until it was suspended by 
the act of February 4, 1868. The authorized amount of reduction 
during this period was about $70,000,000, but the actual reduction 
was only about $44,000,000. No change was made in the volume of 
Uilited States notes outstanding until after the panic of 1873, when, 
in response to popular demand, the Government reissued $26,000,- 
000 of the canceled notes. 

This brought the amount outstanding to $382,000,000, and it 
so remained until the resumption act of January 14, 1875, provided 
for its reduction to $300,000,000. The process was, however, again 
stopped by the act of May 31, 1878, which required the notes to be 
reissued when redeemed. At that time the amount outstanding was 
$346,681,016, which is the present amount. 

The act of March 14, 1900, also directs the reissuance of United 
States notes when redeemed, but they must first be exchanged for 


>From Monetary Units and Coinage Systems of the Principal Coun- 
tries of the World, Bureau of the Mint, 1919. (Now out of print.) 
* On August 31, 1935, it was $156,039,431. 


95 


er 
is 
e 
ts 
it 
e 
is 
\- 
e 

= 


gold as provided in the said act. The act also provides that when 
silver certificates of large denominations are canceled, and small 
denominations issued in their place, a like volume of small United 
States notes shall from time to time be canceled and notes of $10 
and upward issued in substitution therefor. 

The act of March 4, 1907, provides for the issuance, under certain 
conditions of United States notes in denominations of $1, $2 and 
$5, and upon such issuance an equal amount of United States 
notes of higher denomination shall be retired and canceled. 


The issuance of additional United States notes totalling 
$3,000,000,000 was authorized under Title III (the Thomas 
amendment) of the act of May 12, 1933. The title cited gave 
broad authority to the President, upon determination of the 
existence of certain conditions, to require the Secretary of 
the Treasury to enter into agreements with the Federal 
Reserve banks and the Federal Reserve Board for the pur- 
chase of additional United States obligations in an aggregate 
sum of $3,000,000,000 and, under certain conditions and 
limitations, to require the issuance of United States notes— 
not to exceed $3,000,000,000 to be outstanding at any one 
time—for the purpose of meeting maturing Federal obliga- 
tions and of purchasing interest-bearing obligations of the 
United States. 

Treasury Notes of 1890. These notes resulted from the 
passage of the silver purchase act of July 14, 1890, com- 
monly known as the Sherman Act. They are being redeemed 
as rapidly as they come in; although over $155,000,000 of the 
notes were issued, there are now outstanding, including notes 
lost, less than $1,200,000. The sum of $156,039,431 in gold 
is held in the Treasury as security for the United States 
notes and Treasury notes of 1890. The following history of 
these notes is from the mint:°® 


Under the act of July 14, 1890, the Secretary of the Treasury 
was directed to purchase each month 4,500,000 ounces of fine silver 
at the market price and to pay for the same with Treasury notes 
redeemable on demand in coin, and legal tender for all debts, pub- 
lic and private, except where otherwise expressly stipulated in the 
contract. It was provided in the act that when the notes should be 
redeemed or received for dues they might be reissued, but that no 
greater or less amount of such notes should be “outstanding at any 
time than the cost of the silver bullion and the standard silver dol- 
lars coined therefrom, then held in the Treasury, purchased by 
such notes”. 

The authority for the purchase of silver bullion under this act 
was repealed by the act of November 1, 1893, up to which date the 
Government had purchased 168,674,682.53 fine ounces, at a cost of 
$155,931,002, for which Treasury notes were issued. Treasury notes 
redeemed are cancelled and retired in accordance with the require- 
ments of the act of 1890. Sections 5 and 8 of the act of March 14, 
1900, provide for the cancellation and retirement of Treasury notes 


5 Op. cit. 


to an amount equal to the coinage of standard silver dollars and 
subsidiary silver from the bullion purchased with such notes. The 
notes are secured by a reserve of an equal amount of silver dollars 
held in the Treasury for their redemption. The act of March 14 
1900, provided for their redemption in gold held in the gold reserve 
fund.® 


Federal Reserve Notes. Federal Reserve notes, in 
nominal value the chief circulating currency of the United 
States, are obligations of the United States issued through 
the Federal Reserve System. In addition, they are a first lien 
on all the assets of the issuing bank. Under Public Resoly- 
tion No. 10 of 1933 and earlier legislation, they are full legal 
tender. 

Federal Reserve notes are issued against deposit with the 
Federal Reserve agents of a like amount of collateral, which 
may, theoretically, consist entirely of gold certificates, or of 
the latter plus such discounted or purchased commercial and 
agricultural paper as is eligible under the terms of the Fed- 
eral Reserve Act, and/or—until March 3, 1937—of direct 
obligations of the United States if so authorized by a ma- 
jority vote of the Board of Governors of the Federal Reserve 
System. There are certain requirements as to the minimum 
gold certificate reserve, depending on whether the notes have 
simply been issued by the Federal Reserve agents to the 
Federal Reserve banks, or have been put into circulation by 
the latter. In the one case a “redemption fund” must be 
kept in Washington; in the other case a minimum gold 
certificate reserve—including the aforementioned redemp- 
tion fund—is required to be held. The system can be best 
explained by considering each requirement separately. 

(1) “Collateral”. Against notes issued to Federal Reserve 
banks by the agents, 100 per cent “collateral” must be car- 
ried. This may consist of gold certificates, eligible paper, and 
—temporarily—U. S. Government securities. 

(2) “Gold certificates reserve’. A reserve of at least 40 
per cent of the notes in circulation must be held in the form 
of gold certificates, and in this gold certificate reserve there 
are included the gold certificates held as “collateral”. In cal- 
culating the “gold certificates reserve”, the “redemption 
fund”’ is included. 

(3) “Redemption fund’’. This fund is at least 5 per cent 
of the notes issued (including notes in circulation) but not 
100 per cent covered by gold certificates. The “redemption 
fund” is counted as part of the “gold certificates reserve”, 
but not as part of the “‘collateral”’. 

The redemption fund of 5 per cent is kept with the Treas- 


6 But, for the present redemption status, see “‘Redemption of United 
States Currency”. 


Coinage System of the United States 


“Monetary value” 
of chief metal (dol-\— 
lars per fine 02.) 


Denomination Fine- 


(dollars) ness 
grams 


1.00 0.900 1.2929-+ 26.7296 
.50 1.3824+ 12.5000 
.25 6.2500 
.10 2.5000 
05 Nickel 4.9999 


01 Copper | 0.950 


Gross weight 


Silver content Thickness 


(inches) 


Diameter 


All 
(inches) ” 


grams grains 


*24.0566 
711.2500 


*371.2500 
7173 .6140 1.205 
86.8070 955 
34.7228 705 
.750 


1.500 Copper 


* Equivalent to 0.7734375 fine ounce troy. There are 480 grains to the ounce troy. 
ft One dollar of subsidiary silver coins contains 0.7233916+ fine ounce troy of silver. 
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ury in Washington, whereas the “gold certificates reserve” 
is kept with the Federal Reserve agents or in the vaults of 
the bank concerned. In calculating their “gold certificates 
reserve” the banks, as stated above, count their “redemp- 
tion fund” as part thereof. But since it is held by the 
Treasury, and not by the Federal Reserve agent concerned, 
the “redemption fund” cannot be considered as part of the 


“collateral”. 

The Federal Reserve note can be better understood if one 
knows how it is issued. The issuance and redemption of 
Federal Reserve notes has been described as follows:? 


Any Federal Reserve Bank may make application to its Federal 
Reserve agent for Federal Reserve notes. They are issued through 
the Federal Reserve agent against the security of gold certificates 
and of commercial and agricultural paper discounted or purchased 
by Federal Reserve banks and, until March 3, 1935, or for such ad- 
ditional period not exceeding two years as the President may pre- 
scribe, when authorized by the Federal Reserve Board, may also 
be secured by direct obligations of the United States. 

The collateral pledged with the Federal Reserve agent by the 
Federal Reserve bank for Federal Reserve notes must not be less 
than the amount of notes applied for. The Federal Reserve agent 
is required daily to report the issues and retirements of Federal 
Reserve Notes to the Federal Reserve Board and the latter may at 
any time call upon the Federal Reserve Bank for additional secur- 
ity to protect Federal Reserve notes issued to it. 

Every Federal Reserve bank is required to redeem in lawful 
money its own Federal Reserve notes and the notes issued by 
other Federal Reserve banks but it may not place the notes of other 
Federal Reserve banks in circulation again under a penalty of a tax 
of 10 per cent upon the face value of the notes so paid out. It is 
required to return promptly to every other Federal Reserve bank for 
credit or redemption the notes of such other Federal Reserve bank, 
or, upon direction of that bank, to forward them to the Treasurer of 
the United States for retirement. Badly worn and mutilated notes 
are canceled and forwarded by the Federal Reserve bank receiving 
them to Washington for destruction. Notes which are still fit for 
use may be returned by a Federal Reserve bank to the custody of 
its Federal Reserve agent, and the former is then entitled to the 
return of an equivalent amount of collateral. Returned notes may 
again be obtained from the Federal Reserve agent on the presenta- 
tion of collateral as required for the issue of new notes. The costs 
of engraving, printing, issuing and retiring Federal Reserve notes, 
together with insurance and shipping costs, are paid by the Federal 
Reserve banks. 


Federal Reserve Bank Notes. Federal Reserve bank 
notes are issued by individual Federal Reserve banks against 
Government bonds with the note issue privilege and at least 
a5 per cent redemption fund in lawful money on deposit in 
the Treasury.® The notes are the obligations of the Federal 
Reserve bank procuring them and are redeemable in lawful 
money at the Treasury and Federal Reserve bank of issue. 
Moreover, by Public Resolution No. 10 of 1933, they must 
be kept at par with other United States currency. During 
the period of emergency declared by President Roosevelt on 
March 6, 1933, the backing of Federal Reserve bank notes 
may include any direct obligations of the United States up 
to 100 per cent of their face value, or any eligible notes, 
drafts, bills of exchange and bankers’ acceptances up to 90 
per cent of their estimated value. The Secretary of the 
Treasury is authorized to prescribe regulations governing 
the issuance, redemption, replacement, retirement. and 
destruction of these notes. The following is quoted from 


the annual report of the Secretary of the Treasury for 
1933: 


"Federal Reserve Bank of Chicago, The Federal Reserve System, 
Chicago, November 1934. 

*This extension has been granted. 

* Since there are no longer outstanding any bonds with the circulation 
privilege, the permanent features of this law are inoperative. 


November 1935 


UNITED STATES COINAGE: TOTAL COINED AND ESTIMATED 
OUTSTANDING 


(in millions of dollars) 


Coined, 1793 to 
1934, inclusive 


Estimated stock in 
United States 


Gold 


Silver 
Trade dollars 
Dollars 
Half-dollars 
Quarter-dollars 
Twenty-cents 
Dimes 
Half-dimes 
Three-cents 


Total silver 


Minor coin 
Five-cents 
Three-cents 
Two-cents 
Cents 
Half-cents 


130.5 


145.2 


Total minor coin 133.0 


6,121.7 983.4 991.1 


* The items allow only for coins melted by the mint or held by the 
mint for issuance. The totals and sub-totals allow for exports and for 
coins lost or privately destroyed. 

$39,926.11. 


The Emergency Banking Act of March 9, 1933, further broad- 
ened the authority of the Federal Reserve banks to issue currency 
by an amendment to Section 18 of the Federal Reserve Act which 
authorized, during the emergency, the issuance of circulating notes 
of Federal Reserve banks, commonly termed Federal Reserve bank 
notes, (a) against the security of any direct obligations of the 
United States, or (b) against the security of (and up to 90 per cent 
of the estimated value of) any notes, drafts, exchanges, or bankers’ 
acceptances acquired under the Federal Reserve Act. 


In addition to a 5 per cent redemption fund as mentioned 
above, each Federal Reserve bank must maintain on deposit 
with the Treasury such additional amount as may be re- 
quired by the Treasurer of the United States with the ap- 
proval of the Secretary of the Treasury, and is required to 
pay a tax of 14 of 1 per cent each half-year on the average 
amount of its Federal Reserve bank notes in circulation. No 
such Federal Reserve bank notes may be issued after the 
President shall have declared by proclamation that the 
emergency recognized by him in his proclamation of March 
6, 1933, has terminated, unless such notes are secured by the 
deposit of bonds of the United States of certain classes which 
are eligible as security for national bank notes. Only about 
$75,000,000 of Federal Reserve bank notes were in circula- 
tion in August 1935, and they are no longer obligations of the 
banks, the liability for them having been transferred to the 
Treasury. 

National bank notes. The system of national banks 
was created by act of February 25, 1863. The purpose was to 
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Item December June 
1934* 1935* 
| 4,526.2 

36.0 

852.1 

239.0 

173.7 

0.5 

142.8 

4.9 

43 
1,450.3 852.9 858.1 
79.7 71.7 
0.9 0.7 
0.9 0.6 
63.7 61.3 
t t 
= 


replace the note issues of the various state banks by a uni- 
form currency and at the same time open a market for the 
bonds of the Federal Government. While national banks 
still continue in existence and there were still in circulation 
on August 31, 1935, some $596,000,000 !° of these notes, the 
only bonds ordinarily eligible for pledge as security against 
national bank notes were called in for redemption on July 1 
and August 1, 1935. These were, respectively, the 2 per cent 
Consols of 1930 and the 2 per cent Panama Canal loan bonds. 
Moreover, there occurred on July 22 the expiration of the 
temporary grant of the so-called circulation privilege to cer- 
tain other bonds. There follows a description of the issuance 
of national bank notes prior to 1935, and the steps taken in 
1935 for their withdrawal:" 


Any national bank was permitted to issue national bank notes 
upon the deposit of certain prescribed United States bonds bearing 
the circulation privilege in trust with the Treasurer of the United 
States. The amount issued might not exceed the par value of the 
bonds so deposited, nor the amount of the capital stock of the issuing 
bank actually paid in. Each bank was required to maintain upon 
deposit at all times with the Treasurer of the United States lawful 
money equal to 5 per cent of its note circulation, the fund to be held 
and used for redemption purposes. National bank notes were 
formerly obligations of the issuing bank. Prior to June 5, 1933, 
they were not legal tender, but were receivable for all public dues, 
except duties on imports, and might be paid out by the Government 
for all purposes except interest on the public debt and for redemp- 
tion of the national currency. They were redeemable upon demand 
in lawful money of the United States by the Treasurer of the United 
States and by the issuing bank. Payments in lawful money on ac- 
count of redemption might also be effected through the Federal Re- 
serve banks and branches. 


The Treasury Department announced on March 9 the 
call of the 2 per cent Consols of 1930 for redemption on 
July 1, 1935, and of the 2 per cent Panama Canal loans of 
1916-36 and of 1918-38 for redemption on August 1, 1935. 


The former issue was outstanding on February 28 in the: 


amount of $599,724,050 and the latter issues in the amount 
of $74,901,580. In addition to effecting some reduction in 
the interest-bearing debt of the Government, this measure 
necessitates the retirement of the national bank note circu- 
lation. The called bonds were the only outstanding Gov- 
ernment securities which permanently contained the privi- 
lege for the issuance of circulating notes against their 
pledge. The provisions of the Federal Home Loan Bank Act 
which temporarily extended the circulation privilege to all 
United States Government bonds bearing interest at a rate 
not exceeding 334 per cent expired on July 22, 1935. Conse- 
quently, upon the retirement of the Panama Canal issues 
on August 1, there were no bonds outstanding bearing the 
circulation privilege. 

The following table shows the situation as to national 
bank notes on February 28, 1935: 


$867,712,095 
$18,071,860 
26,839,770 


Total outstanding 

Held by the Treasury 

Held by Federal Reserve banks 
44,911,630 


822,800,465 


In circulation 


214,371,617 
657,937,080 


Lawful money on deposit to redeem circulation 
United States bonds on deposit to secure circulation. . . . 


National bank note redemption fund $31,447,706 


10 Outside Treasury and Federal Reserve banks. 
1 Bureau of the Mint, op. cit., and Federal Reserve Bulletin, April, 
1935, pp. 203-4. 
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The issues bearing permanent circulation privilege, which 
were called, accounted for $521,000,000 of the total of 
$658,000,000 of bonds on deposit. The remainder, amount. 
ing to $137,000,000, was comprised mostly of various issues 
of Treasury bonds. 

Most of the called bonds outstanding, amounting to 
$675,000,000, were deposited to secure circulation. 

Gold certificates. Gold certificates are no longer part of 
the circulating currency of the United States. By an execy- 
tive order of April 5, 1933, all persons were required to sur- 
render all gold certificates (as well as gold coin and gold 
bullion) in their possession, receiving in exchange other 
forms of United States currency. Only about $114,000,000 
of these certificates remained outstanding at the end of 
August 1935. 

At present the gold holdings of the Federal Reserve Sys. 
tem are represented by gold certificates and gold certificate 
credits, mostly the latter. Formerly the notes of the Federal 
Reserve System had to have a minimum backing of 40 per 
cent in gold. Now the required backing is gold certificates, it 
being illegal for the banks to hold actual gold coin or bullion. 

The Gold Reserve Act of 1934 provides for gold certificates 
as follows: 


Sec. 2 (a) Upon the approval of this Act all right, title, and inter- 
est, and every claim of the Federal Reserve Board, of every Federal 
Reserve bank, and of every Federal Reserve agent, in and to any 
and all gold coin and gold bullion shall pass to and are hereby vested 
in the United States; and in payment therefor credits in equivalent 
amounts in dollars are hereby established in the Treasury in the 
accounts authorized under the sixteenth paragraph of section 16 
of the Federal Reserve Act, as heretofore and by this Act amended 
(U.S.C., title 12, sec. 467). Balances in such accounts shall be 
payable in gold certificates, which shall be in such form and in such 
denominations as the Secretary of the Treasury may determine. 

Sec. 6. Except to the extent permitted in regulations which may 
be issued hereunder by the Secretary of the Treasury with the ap- 
proval of the President, no currency of the United States shall be 
redeemed in gold: Provided, however, That gold certificates owned 
by the Federal Reserve banks shall be redeemed at such times and 
in such amounts as, in the judgment of the Secretary of the Treas- 
ury, are necessary to maintain the equal purchasing power of every 
kind of currency of the United States: And provided further, That 
the reserve for United States notes and for Treasury notes of 1890, 
and the security for gold certificates (including the gold certifi- 
cates held in the Treasury for credits payable therein) shall be main- 
tained in gold bullion equal to the dollar amounts required by law, 
and the reserve for Federal Reserve notes shall be maintained in 
gold certificates, or in credits payable in gold certificates main- 
tained with the Treasurer of the United States under section 16 of 
the Federal Reserve Act, as heretofore and by this Act amended. 

Sec. 20 (c) The Secretary of the Treasury is authorized to issue 
gold certificates in such form and in such denominations as he may 
determine, against any gold held by the Treasurer of the United 
States, except the gold fund held as a reserve for any United States 
notes and Treasury notes of 1890. The amount of gold certificates 
issued and outstanding shall at no time exceed the value, at the legal 
standard, of the gold so held against gold certificates. 


The following history of the earlier law concerning gold 
certificates is from a Bureau of the Mint publication: ” 


The act of March 3, 1863, authorized the Secretary of the Treas- 
ury to receive deposits of gold coin and bullion in sums not less than 
$20, and to issue certificates therefor in denominations not less 
than $20, said certificates to be receivable for duties on imports. 
Under this act deposits of gold were received and certificates issued 
until January 1, 1879, when the practice was discontinued by order 
of the Secretary of the Treasury. The purpose of the order was to 
prevent the holders of United States notes from presenting them 
for redemption in gold, and redepositing the gold in exchange for 


gold certificates. No certificates were issued after January 1, 1879, 


12 Monetary Units and Coinage Systems of the Principal Countries 
of the World, p. 17. 
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until the passage of the bank act of July 12, 1882, which authorized 
and directed the Secretary of the Treasury to receive gold coin and 
jssue certificates, and made them receivable for customs, taxes and 


all public dues. 

This act, however, provided that “‘the Secretary of the Treasury 
shall suspend the issue of gold certificates whenever the amount of 
gold coin and gold bullion in the Treasury, reserved for the re- 
demption of United States notes, falls below one hundred millions 
of dollars.’ The act of March 14, 1900, reenacted this provision, 
and further provided that the Secretary may, in his discretion, sus- 
pend such issue whenever and so long as the aggregate amount of 
United States notes and silver certificates in the general fund of the 
Treasury shall exceed $60,000,000. It provided further that of the 
amount of such certificates outstanding one-fourth, at least, shall 
be in denominations of $50 or less and authorized the issuance of 
certificates in $10,000 denomination, payable to order. 

The act of March 4, 1907, provided for the receipt of deposits of 
gold coin in sums of not less than $20 and the issuance of gold certifi- 
cates therefor in denominations of not less than $10. The act of 
March 2, 1911, authorized the issuance of certificates against de- 
posits of gold bullion or foreign coins, while the act of June 12, 1916, 
limited such issue to two-thirds of the total amount of gold certifi- 
cates outstanding. 


Silver certificates. Silver certificates are the commonest 
small-denomination money in circulation in the United 
States. They date from 1878, when they were introduced as a 
device to keep in monetary use the silver dollars provided for 
by the silver purchase act known as the Bland-Allison Act. 

The act of February 28, 1878, authorizing the issuance of 
standard silver dollars, provided that any holder of such 
dollars might deposit them in sums not less than $10 with the 
Treasurer or any assistant treasurer of the United States and 
receive certificates therefor, in denominations not less than 
$10, said certificates to be receivable for customs, taxes and 
all public dues. The act of August 4, 1886, authorized the 
issuance of the smaller denominations of $1, $2 and $5, it 
having been found that the larger denominations were insuf- 
ficient to keep the silver in circulation (by proxy). The act of 
March 14, 1900, provided that thereafter the issuance of sil- 
ver certificates should be limited to the denominations of $10 
and under, except that 10 per cent of the total volume of 
such certificates, in the discretion of the Secretary of the 
Treasury, may be issued in denominations of $20, $50 and 
$100. Neither silver certificates nor silver dollars were ever 
redeemable in gold. Silver certificates have very largely taken 
the place in circulation of the standard silver dollars which 
they represent; silver dollars are held for redemption of the 
certificates on demand. 

The Gold Reserve Act of 1934 authorized the President to 
issue silver certificates ‘‘against any silver bullion, silver, or 
standard silver dollars in the Treasury not then held for the 
redemption of any outstanding certificates.’’ Under this act, 
silver certificates became issuable against any unencumbered 
silver in the Treasury, irrespective of the authority under 
which the silver was received. 

It was decided, therefore, to provide a single or consoli- 
dated series of silver certificates for issuance against any free 
silver held in the Treasury. Consequently payment of the 
certificates specifically prepared for issuance against silver 
received from foreign governments under the act of May 12, 
1933, was discontinued, and issues of certificates under that 
and later authorizations awaited the preparation of the con- 
solidated series. 

This consolidated series of new silver certificates has been 
given the designation, “Series of 1934”. 

It will be noted that, whereas silver certificates were for- 
merly secured dollar for dollar by coined standard silver 
dollars in the Treasury, under the recent silver legislation 
cited above they may be issued against silver bullion at the 
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rate of $1 for each 0.77 + fine ounce of silver. This is the same 
value as when coined into dollars. 

In addition to the 1878 act, silver certificates were au- 
thorized by the Pittman Act of 1918, with regard to dollars 
coined under that act. Issuance of silver certificates is pro- 
vided for in the act of May 12, 1933 (Thomas amendment) 
as amended by the Gold Reserve Act of 1934.!% Under the 
Silver Purchase Act of 1934 the Secretary of the Treasury is 
required to issue silver certificates of a dollar amount equal 
to the cost of the silver purchased under Section 3 of said act. 
The latter act authorizes, but does not require, issuance of 
certificates against the remainder on the basis of $1.29+ per 
fine ounce troy. Thus, if 1,000 ounces of silver are purchased 
at a cost of $650, the Treasury is required to issue $650 of 
silver certificates, but may issue $1,292+ thereof. 

The portions of section 12 of the Gold Reserve Act of 1934 
which deal with silver certificates are as follows :4 


The President, in addition to the authority to provide for the 
unlimited coinage of silver at the ratio so fixed, under such terms 
and conditions as he may prescribe, is further authorized to cause to 
be issued and delivered to the tenderer of silver for coinage, silver 
certificates in lieu of the standard silver dollars to which the tend- 
erer would be entitled and in an amount in dollars equal to the num- 
ber of coined standard silver dollars that the tenderer of such silver 
for coinage would receive in standard silver dollars. 

The President is further authorized to issue silver certificates in 
such denominations as he may prescribe against any silver bullion, 
silver, or standard silver dollars in the Treasury not then held for 
redemption of any outstanding silver certificates, and to coin stand- 
ard silver dollars or subsidiary currency for the redemption of such 
silver certificates. 

The President is authorized, in his discretion, to prescribe differ- 
ent terms and conditions and to make different charges, or to collect 
different seigniorage, for the coinage of silver of foreign production 
than for the coinage of silver produced in the United States or its 
dependencies. The silver certificates herein referred to shall be is- 
sued, delivered, and circulated substantially in conformity with the 
law now governing existing silver certificates, except as may herein 
be expressly provided to the contrary, and shall have and possess 
all of the privileges and the legal tender characteristics of existing 
silver certificates now in the Treasury of the United States, or in 
circulation. 


On June 14, 1934, acting under the authority just quoted, 
the President authorized issuance of silver certificates against 
any and all silver held in the Treasury on that date but not 
held for redemption of outstanding certificates.!* Accord- 
ingly, on August 13, 1934, the Secretary of the Treasury 
authorized and directed issuance of certificates against such 
silver, and additional certificates in face amount equal to the 
cost of silver theretofore or thereafter acquired under section 
3 of the Silver Purchase Act of 1934.!* A letter of August 13, 
1934, from President Roosevelt to Secretary Morgenthau 
(made public the same day) directed, further, that certificates 
be issued in an amount equal to the amount returned for 
silver received on and after June 15, 1934, whether under the 
proclamation of December 21, 1933 or that of August 9, 1934, 
which latter nationalized silver. 


13 The issuance of silver certificates against silver accepted from 
foreign governments in payment of indebtedness to the United States 
under title III of the act of May 12, 1933 (the Thomas amendment, 
q.v.) was begun on January 13, 1934. 

14 This act suspends any obligation of the Secretary of the Treasury 
to issue additional certificates against war-debt silver under section 
45 of the act of May 12, 1935. 

16 About 62,000,000 ounces, the cost of which approximated $46,- 
900,000. The seigniorage thereon amounted to about $33,100,000. 

16 Regarding the earlier issuance of silver certificates, however, see 
Treasury Department press releases of August 10, 1934, and June 22, 
1934, 
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Apart from subsidiary silver, the amount of silver in 
monetary use cannot be diminished by the government. 
Whether such silver circulates as coin or as silver certificates 
is a matter decided by the general public. Only certificates 
representing war-debt silver were required (sec. 45f, act of 
May 12, 1933) to be reissued on redemption, and even this 
provision is believed to have been superseded by the above- 
quoted section of the Gold Reserve Act of 1934. 

Fractional currency. When specie (coin) payments 
were suspended during the Civil War, on January 1, 1862, 
both gold and silver coins disappeared from circulation. 
The place of the subsidiary silver coins was for a time sup- 
plied by the use of tickets, duebills, and other forms of 
private obligations, which were issued by merchants, manu- 
facturers and others whose business required them to “make 
change”. 

Congress soon intervened and authorized, first, the 
use of postage stamps for change; second, a modified form of 
postage stamp called postal currency; and, finally, fractional 
paper currency in denominations corresponding to the sub- 
sidiary silver coins. The highest amount authorized was 
$50,000,000. The highest amount outstanding at any time 
was $49,102,660.27, and the amount outstanding on August 
31, 1935, though not in use as money, was $15,232,468.36, of 
which $13,250,000.45 is officially estimated to have been lost 
or destroyed. 

Fractional currency still outstanding is not included in 
money in circulation in the Treasury statements, but is 
included in the public debt. 

Demand notes. Demand notes are obsolete notes issued 
in 1861 and not included in the currency statistics commonly 
published. They were the first paper money issued by the 
United States Government, and were paid in gold on de- 
mand. Only $53,012.50 were outstanding on August 31, 1935, 
a figure which has remained unchanged for some years. 

Glass-Steagall Amendment of 1932. The so-called 
Glass-Steagall amendment to the Federal Reserve Act, ap- 
proved February 27, 1932, authorized the use of United 
States obligations as collateral for Federal Reserve notes 
until March 3, 1933 (subsequently extended to March 3, 
1937).17 

Federal Home Loan Bank Act. The Federal Home 
Loan Bank Act, approved July 22, 1932, extended the circu- 
lation privilege for a period of three years to all United States 
bonds bearing interest not in excess of 334 per cent per an- 
num, thus increasing the collateral available for the issuance 
of national bank notes. The privilege expired in July 
1935. 

Legal-tender qualities of U. S. currency. Under the 
terms of Public Resolution No. 10 of June 5, 1933 (see “‘ The 
Gold Clause”’), all forms of United States currency are un- 
limited legal tender. 

Redemption of United States Currency. Silver cer- 
tificates, under the terms of the Silver Purchase Act of 1934 
and other laws, are redeemable in standard silver dollars. 
Public Resolution No. 10 of June 5, 1933 (see “The Gold 
Clause’’) makes them in effect redeemable in other forms of 
United States currency, not including gold coin, which has 
been demonetized. (See above, “Coinage’’, footnote.) Gold 
certificates represent gold but, like all other United States 
currency, are not internally redeemable in gold. 

Regarding external gold redemption of United States cur- 
rency, see ‘‘The Gold Content of the Dollar”. 


17 See “‘ Federal Reserve Notes’. 
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THE THOMAS AMENDMENT 


THE Thomas amendment to the agricultural act of May 12 
1933, comprises section 45 of title III thereof. Its provisions 
with regard to the currency may be summarized as follows. 
It authorized the President to: 


(1) Require the Secretary of the Treasury to enter into 
agreements with the Federal Reserve banks and the Fed- 
eral Reserve Board for the purchase of additional United 
States obligations in an aggregate sum of $3,000,000,000 
and, under certain conditions and limitations, to require 
the issuance of United States notes—not to exceed $3, 
000,000,000 to be outstanding at any one time—for the 
purpose of meeting maturing Federal obligations and of 
purchasing interest-bearing obligations of the United 
States. 

(2) By proclamation, fix the weight of the gold dollar and 
the silver dollar at a definite fixed ratio “‘at such amounts 
as he finds necessary . . . and to provide for the un- 
limited coinage of such gold and silver at the ratio so 
fixed . . . but in no event shall the weight of the gold 
dollar be fixed so as to reduce its present weight by more 
than 50 per centum.” 

(3) For a period of 6 months to accept silver, at a price 
not to exceed 50 cents an ounce, from foreign govern- 
ments in payment of principal or interest due on account 
of indebtedness to the United States. The law required the 
issuance of silver certificates against any silver so received 
to the total number of dollars to which such silver was ac- 
cepted from foreign governments in payment of debts. 
The Secretary of the Treasury was authorized to coin so 
much of such war-debt silver as he might consider neces- 
sary to meet any demands for redemption of the certifi- 
cates so issued. 


The Thomas Amendment was amended by Public Reso- 
lution No. 10 of June 5, 1933.!® With regard to the devalua- 
tion of the dollar, it was amended by the Gold Reserve Act 
of 1934. The authority permitting the President under cer- 
tain conditions to fix the weight of the gold dollar at not 
less than 50 per cent of its then legal weight was made 
more specific by adding the provision that the weight of 
the gold dollar shall not be fixed at more than 60 per cent 
of its then legal weight.'® 


GOLD 


WHILE gold is not in circulation in the United States and the 
currency is for domestic purposes not convertible into gold, 
the dollar is, in international transactions, by government 
policy kept stable in terms of gold at the ratio of $35 
to 1 fine ounce troy of gold, or $1 to 1/35 fine ounce troy of 
gold. This ratio was fixed by Presidential proclamation of 
January 31, 1934, issued under the powers granted the 
President by section 43,2° title III of the act approved 
May 12, 1933 (Public No. 10, 73d Congress), as amended by 
section 12 of the Gold Reserve Act of 1934. The stabilization 
of the external value of the dollar in terms of gold is effected 
by making available to central banks and governments of 
gold standard countries, without maximum limit as to 


18 See “The Gold Clause”; also “Legal Tender Qualities of U. 5. 
Currency ’”’. 

19 See “The Gold Reserve Act of 1934”; also “The Gold Content of 
the Dollar”. 

20 Known as the Thomas amendment, q.v. 
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quantity, gold in exchange for U. S. currency and U. S. 
currency in exchange for gold at the above rate. A Treasury 
press release of January 31, 1934, dealing with this point, 


stated: 


In connection with the announcement today (January 31) that 
the Treasury will buy gold, the Secretary of the Treasury states 
that, until further notice, he will also sell gold for export to foreign 
central banks, whenever our exchange rates with gold standard 
currencies reach [the] gold export point. Like the purchases, all such 
sales of gold will be made through the Federal Reserve Bank of New 
York as fiscal agent of the United States upon the following terms 
and conditions which the Secretary of the Treasury deems most 
advantageous to the public interest. 

Sales of gold will be made at $35.00 per fine ounce plus one- 
quarter per cent handling charge and will be governed by the regu- 
lations issued under the Gold Reserve Act of 1934. 


The gold content of the dollar is at present 15 5/21 grains, 
nine-tenths fine or 13.714285 + grains fine, as compared 
with 25.8 grains nine-tenths fine or 23.22 grains from 1837 
to 1933. 

The value of the new dollar in terms of the old is ap- 
proximately $0.5906. The value of the old dollar in terms 
of the new is approximately $1.6932. The present price of 
gold, exactly $35.00 per ounce, compares with the former 
price of $20.67183 + established by law of January 18, 1837. 

The Gold Reserve Act of 1934. The Gold Reserve Act 
of 1934 *! was approved by President Roosevelt on January 
30. The act fills eight printed pages and is thus too long for 
reproduction here. A summary of its contents released in 
Washington on January 30, 1934, is quoted below in full: 

1, Vests in the United States Government title to all gold 
coin and gold bullion held by the Federal Reserve Board, 
the Federal Reserve banks and Federal Reserve agents and 
authorizes credits in equivalent amount of dollars in the 
Treasury accounts. 

2, Authorizes payment of balance of such accounts in gold 
certificates “‘in such form and in such denominations as the 
Secretary of the Treasury may determine”’. 

3. Amends the Federal Reserve Act to provide that Fed- 
eral Reserve notes shall be redeemed in lawful money in- 
stead of gold. 

4, Eliminates the word “gold” from the provision that 
gold or gold certificates may constitute part of the collateral 
security for Federal Reserve notes. 

5. Substitutes gold certificates for gold in reserve require- 
ments. 

6. Eliminates provisions with respect to redemption of 
Federal Reserve notes in gold. 

7. Provides that the redemption fund against Federal Re- 
serve notes to be held by the Treasury shall be in gold certifi- 
cates instead of in gold. 

8. Provides that deposits of gold, or of gold certificates, 
received by the Treasury from the Federal Reserve banks, or 
Federal Reserve agents, for credit to accounts with the 
Federal Reserve Board, shall be payable in gold certificates 
(instead of in gold coin or gold certificates). 

9, Authorizes the Secretary of the Treasury to prescribe 
by regulations, made with the approval of the President, the 
conditions under which gold may be acquired and held, 
transported, melted or treated, imported, exported or ear- 
marked: 


(a) for industrial, professional and artistic uses, 
(b) by the Federal Reserve banks for the purpose of 
settling international balances, 


* Public No. 87, 73d Congress (H.R. 6976). 
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(c) for such other purposes as in the Secretary’s judg- 
ment are not inconsistent with the purposes of the act. 


Also provides forfeiture of the gold and additional penalty of 
twice its value for failure to comply. 

10. Provides that no gold shall hereafter be coined and no 
gold coins shall hereafter be paid out or delivered by the 
United States, but that all gold coins shall be withdrawn 
from circulation and with other gold owned by the United 
States shall be formed into bars of such weights and fineness 
as the Secretary of the Treasury may direct. 

11. No currency of the United States shall be redeemed in 
gold hereafter except as permitted in regulations which 
may be issued by the Secretary with the approval of the 
President, but with the provision that gold certificates 
owned by the Federal Reserve banks shall be redeemed at 
such times and in such amounts as the Secretary deems 
necessary to maintain the equal purchasing power of every 
kind of currency in the United States. Redemptions are to 
be made only in gold bullion bearing the stamp of the United 
States mint or assay office in an amount equivalent, at the 
time of redemption, to the currency surrendered for such 
purpose. 

12. The reserve for the United States notes and for 
Treasury notes of 1890 and the security for gold certificates 
is to be maintained in gold bullion and the reserve for Fed- 
eral Reserve notes is to be maintained in gold certificates, or 
in credits payable in gold certificates maintained in the 
Treasury of the United States. 

13. In the event the weight of the gold dollar shall be re- 
duced, the resulting increase in the value of the gold held by 
the United States shall be covered into the Treasury as a 
miscellaneous receipt, and in the event of an increase in the 
weight of the gold dollar the resulting decrease in gold re- 
serves for United States notes and Treasury notes and the 
security for gold certificates is to be compensated by trans- 
fer of gold bullion from the general fund. 

14. The Secretary of the Treasury is authorized to pur- 
chase gold in any amounts, at home or abroad, at such rates 
and upon such terms and conditions as he deems most ad- 
vantageous to the public interest, and all such gold is to be 
included as an asset to the general fund of the Treasury. 

15. The Secretary of the Treasury is also authorized to 
sell gold in any amounts, at home or abroad, but sales from 
the reserves or security for currency shall be made only to 
the extent necessary to maintain the currency at a parity 
with the gold dollar. 

16. The Secretary of the Treasury is authorized to deal in 
gold and foreign exchange and such other instruments of 
credit and securities as he may deem necessary for the pur- 
pose of stabilizing the exchange value of the dollar. 

17. To enable the Secretary of the Treasury to do this 
there is set up a fund of $2,000,000,000 out of the increase in 
value of gold which may result from devaluation and such 
portions of the fund as are not currently required for the 
stabilization of the dollar may be invested or reinvested in 
Government securities. 

18. The powers of the Secretary with respect to this fund 
shall expire two years from the date of the enactment of the 
act, but the President may terminate the powers earlier or 
may extend them for another year. 

19. The authority given to the President in title III, 
Public No. 10, 73rd Congress (Thomas amendment) is 
amended to provide that the weight of the gold dollar to be 
fixed in the event of devaluation shall not be more than 60 


101 


2, 
S 
S. 
0 
d 
e 
e 
f 
] 
a 


per cent of its present weight. The President’s power in this 
respect is made continuing for successive revaluations during 
the period of two years, with the provision that the Presi- 
dent may terminate the power earlier or may extend it for 
another year by proclamation. 

20. By additional amendments to the above act the 
President is given added powers with respect to silver, as 
follows: 


(a) to cause silver certificates to be paid to those who 
tender silver for coinage, in place of standard silver dol- 
lars; 

(b) to issue silver certificates against any silver or silver 
dollars in the Treasury not held for redemption of out- 
standing silver certificates; 

(c) to coin standard silver dollars, or subsidiary currency, 
for the redemption of such certificates; 

(d) to prescribe different terms and conditions and to 
make different seigniorage charges for the coinage of silver 
of foreign production than for that of domestic produc- 
tion; 

(e) to reduce the weight of the standard silver dollar in 
the same percentage that he reduces the weight of the gold 
dollar; 

(f) to reduce and fix the weight of subsidiary coin so as to 
maintain their parity with the standard silver dollar and 
the gold dollar. 


21. Regulations, orders and proclamations of the Presi- 
dent and the Secretary under the act of March 9, 1933, and 
under title III of the act of May 12, 1933, are approved and 
ratified. 

22. The second Liberty bond act is amended to give the 
Secretary of the Treasury greater latitude in various issues 
of securities. 

23. The Secretary of the Treasury is authorized to issue 
gold certificates against any gold held by the Treasury of the 
United States except that held as reserve for United States 
notes and Treasury notes of 1890. 

24. The Secretary of the Treasury is authorized to issue 
such regulations as he may deem necessary to carry out the 
provisions of the act. 

The Gold Clause. The gold clause was abrogated by 
Public Resolution No. 10 of June 5, 1933, which declared all 
coins and currencies of the United States legal tender for all 
debts, public and private. The resolution declared, as being 
against public policy, any provision purporting to give the 
obligee a right to require payment in gold or a particular kind 
of coin or currency. 

The full text of this important resolution follows: 


PuBLic RESOLUTION—NO. 10-—73p CONGRESS 
(H. J. Res. 192) 
JOINT RESOLUTION 


To assure uniform value to the coins and currencies of the United 
States. 

Whereas the holding of or dealing in gold affect the public interest, 
and are therefore subject to proper regulation and restriction; and 

Whereas the existing emergency has disclosed that provisions of 
obligations which purport to give the obligee a right to require 
payment in gold or a particular kind of coin or currency of the 
United States, or in an amount in money of the United States 
measured thereby, obstruct the power of the Congress to regulate 
the value of the money of the United States, and are inconsistent 
with the declared policy of the Congress to maintain at all times 
the equal power of every dollar, coined or issued by the United 
States, in the markets and in the payment of debts: Now, there- 
fore, be it 


Resolved by the Senate and House of Representatives of the United 
States of America in Congress assembled, That (a) every provision 
contained in or made with respect to any obligation which purports 
to give the obligee a right to require payment in gold or a particular 
kind of coin or currency, or in an amount in money of the United 
States measured thereby, is declared to be against public policy; 
and no such provision shall be contained in or made with respect 
to any obligation hereafter incurred. Every obligation, heretofore or 
hereafter incurred, whether or not any such provision is contained 
therein or made with respect thereto, shall be discharged upon pay. 
ment, dollar for dollar, in any coin or currency which at the time of 
payment is legal tender for public and private debts. Any such pro- 
vision contained in any law authorizing obligations to be issued by 
or under authority of the United States, is hereby repealed, but the 
repeal of any such provision shall not invalidate any other provision 
or authority contained in such law. 

(b) As used in this resolution, the term “obligation” means an 
obligation (including every obligation of and to the United States, 
excepting currency) payable in money of the United States; and the 
term “coin or currency” means coin or currency of the United 
States, including Federal Reserve notes and circulating notes of 
Federal Reserve banks and national banking associations. 

Sec. 2. The last sentence of paragraph (1) of subsection (b) of 
section 43 of the Act entitled ‘An Act to relieve the existing na- 
tional economic emergency by increasing agricultural purchasing 
power, to raise revenue for extraordinary expenses incurred by rea- 
son of such emergency, to provide emergency relief with respect to 
agricultural indebtedness, to provide for the orderly liquidation of 
joint-stock land banks, and for other purposes’’, approved May 12, 
1933, is amended to read as follows: 

“* All coins and currencies of the United States (including Federal 
Reserve notes and circulating notes of Federal Reserve banks and 
national banking associations) heretofore or hereafter coined or 
issued, shall be legal tender for all debts, public and private, public 
charges, taxes, duties, and dues, except that gold coins, when below 
the standard weight and limit of tolerance provided by law for the 
single piece, shall be legal tender only at valuation in proportion to 
their actual weight.” 

Approved, June 5, 1933, 4.40 p.m. 


SILVER 


THE principal points about the London Silver Agreement 
as affecting the United States are as follows: 


DATE OF AGREEMENT— July 22, 1933 

PERIOD—Four years commencing January 1, 1934. 

U. S. OBLIGATIONS—During existence of the agreement not 
to sell any silver and also, in the aggregate, to purchase 
24,421,410 fine ounces of silver from current mine produc- 
tion in each calendar year beginning with 1934; to use such 
silver for currency purposes; to exchange with the other 
signatory governments all such information as may be 
necessary with regard to the measures to fulfill the agree- 
ment. 


United States ratification was effected December 21, 
1933, by “notice of affirmative action”. The affirmative 
action was the President’s proclamation of the date men- 
tioned. 

Silver Proclamations. As a means of ratifying and 
carrying out the American commitment in the London Silver 
Agreement, and for other reasons, the President issued an 
executive proclamation. Issued on December 21, 1933, under 
the authority of title III of the act of May 12, 1933, it di- 
rected the United States mints to receive silver mined in the 
United States since the date of the proclamation, and to 
deliver to the tenderer of such silver standard silver dollars 
in face amount equal to the silver dollars which might be 
coined from 50 per cent of the silver so tendered. Under this 
authorization, domestic silver produced between December 
21, 1933, and April 10, 1935, was received by the mints on 
the basis of about 64% cents per fine ounce. 
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The above-mentioned proclamation was amended by 
another issued on April 10, 1935, reducing the seigniorage 
jrom-50 per cent to 45 per cent, so as to yield the American 
jlver producer about 71.11 cents per fine ounce. On April 
14 this seigniorage was, by another proclamation, reduced to 
40per cent, making the yield per ounce about 77.58 cents. 

The Silver Purchase Act of 1934. The Silver Purchase 
Act of 1934, approved June 19, 1934, declared it to be the 

licy of the United States that the proportion of silver to 
gold in the monetary stocks of the United States should be 
increased with the ultimate objective of having and main- 
taining one-fourth of the monetary value of such stocks in 
jlver. Whenever the proportion of silver in the stocks of 
gold and silver is less than one-fourth, the Secretary of the 
Treasury is directed to purchase silver, at such times and 
upon such terms and conditions as he may deem reasonable 
and most advantageous to the public interest, but at a price 
not to exceed its monetary value and not to exceed 50 cents 
per fine ounce for silver situated in continental United States 
on May 1, 1934. He is required to issue silver certificates in 
face amount not less than the cost of all silver purchased 
under the act. With the approval of the President, the Secre- 
tary is authorized to regulate or prohibit the acquisition, 
importation, exportation or transportation of silver and sil- 
ver contracts. The President is authorized at his discretion 
torequire the delivery to the United States mints of any or all 
silver, in return for which shall be paid the monetary value 
of such silver in any form of United States coin or currency 
desired (less mint charges), provided that such value is not 
less than the market price of silver over a reasonable period 
previous to the date of the order. The act also imposed a tax 
at the rate of 50 per cent of any profit on all transfers of any 
interest in silver bullion, with certain exceptions, on or 
after May 15, 1934. 

On June 28, 1934, the Secretary of the Treasury—under 
this act—issued an order prohibiting the exportation or 
transportation of silver from the continental United States 
except under license issued pursuant to the order. 

Nationalization of Silver. A proclamation and an 
executive order of August 9, 1934, together provided for 
nationalization of silver then located in the United States 
pursuant to section 7 of the Silver Purchase Act of 1934. 
The mints were authorized to receive any and all silver 
situated in the United States on August 9, 1934; to deduct 
as seigniorage, etc., 61845 per cent; and to return to the 
depositor in standard silver dollars, silver certificates or 
other coin or currency of the United States an amount equal 
to the monetary value of the balance, thus yielding the de- 
positor 50.01 cents for each fine ounce troy of silver depos- 
ited. Certain classes of silver were exempted, including for- 
eign and domestic coins, silver ore, silver owned by foreign 
governments and central banks, and silver in fabricated arti- 
cles. Domestic silver deliverable to the mints under the 
proclamation of December 21, 1933, was not affected by 
nationalization. 

Silver purchases under the silver legislation of 
1933 and 1934. The silver which has been purchased by the 
Treasury may be divided into various categories. 

Prior to 1933 it was purchased for subsidiary coinage 
needs, as required, through offerings from dealers and pro- 
ducers. The price paid was the lowest obtainable. For sev- 
eral years prior to 1933 accumulations of worn or defaced 
subsidiary coin in the hands of the Treasury made it un- 
necessary to purchase further silver in the market. 

Under the terms of the President’s proclamation, which 
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on December 21, 1933, ratified the London Silver Agreement 
of the same year, newly mined American silver may, during 
approximately four years ending December 31, 1937, be 
offered to the Treasury in exchange for silver or other cur- 
rency. In effect, the depositor of the silver sells it to the 
Treasury, and the silver so acquired is classified with the sil- 
ver purchases of the Government. The price so realized on 
American-mined silver was fixed at 64.64 cents per fine ounce 
troy in the proclamation of December 21, 1933. By subse- 
quent proclamations amending the earlier one, it was raised 
on April 10, 1935, to approximately 71.11 cents and on April 
24, 1935, to about 77.58 cents. The amount of such silver 
acquired by the Treasury is reported weekly in a statement 
released to the press. 

The Gold Reserve Act of 1934, which became law on Jan- 
uary 30, created a stabilization fund of $2,000,000,000. 
The fund is permitted to operate in the foreign exchanges, 
including silver. It is believed that the fund was used—prior 
to the passage of the Silver Purchase Act of 1934 on June 19 
of that year—for the purchase of silver. But no details as to 
the funds activities are available. 

Under the Silver Purchase Act of 1934 silver may be pur- 
chased at home and abroad. The act also permitted the na- 
tionalization at any time of silver located in the United 
States. Silver in the United States on August 9, 1934, was 
thus nationalized, and figures are published weekly to show 
receipts under that category. Purchases of silver in the open 
market under the Silver Purchase Act are announced only 
in the form of occasional statements, which include newly- 
mined American silver and silver nationalized on August 
9, 1934. The progress of silver acquisitions under the Silver 
Purchase Act is reflected in the import statistics, in the 
daily statement of the Treasury, and in other official state- 
ments. 

The monthly average of purchases of silver from June 30, 
1934, to July 31, 1935, was 36,285,000 fine ounces. 

Silver in the Daily Statement of the United States 
Treasury. The first page of the Treasury’s daily statement 
contains four balance sheets. The second and third of these 
contain the currently published data on silver. One is headed 
“Silver”; the other, “General Fund”. These two will be 
considered below, insofar as they concern silver. 


ASSETS Silver (millions)* LIABILITIES 


(1) Silver 
(2) Silver dollars 


$338.1 (4) Silvercertificatesoutstanding $827.7 
509.5 (5) Treasury notes of 1890 out- 
standing 
(6) Silver in general fund 


ASSETS 


$847.6 (7) Total 


General Fund (millions)* LIABILITIES 


(8) Silver (sée above).... $ 18.7 
(9) Subsidiary silver coin. APY 
(10) Silver bullion (cost 


(12) Seigniorage 


(11) Silver bullion (recoin- 
age value) 


* The Daily Statement of the United States Treasury shows the figures 
in full. For convenience the items relating to silver are here numbered. 
The figures are taken from the statement for July 31, 1935. 


Item 1 is earmarked uncoined silver bullion against which 
silver certificates have been issued. Such certificates are in- 
cluded in Item 4. Item 2 consists of coined silver dollars, 
mostly held as security for the remainder of Item 4 and for 
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all of Item 5.” Item 6, which is included in Item 2, is the 
same as Item 8, and represents silver dollars in the hands of 
the Treasury available for expenditure. It does not include 
subsidiary silver coin, which is shown separately in Item 9. 

Items 4 and 5 are held entirely outside the Treasury. 

Item 10 shows the cost value of all silver bullion on hand, 
excepting: (a) bullion earmarked as security for silver cer- 
tificates as shown in Item 1, and (b) silver bullion obtained 
through the melting of worn or mutilated subsidiary coin, 
which is shown in Item 11. For example, newly mined Ameri- 
can silver at present yields the Government a seigniorage of 
40 per cent. That seigniorage is not coined, but is held in the 
Treasury and included in Item 12. In the case of silver pur- 
chased under the Silver Purchase Act of 1934, certificates 
are issued to a nominal value equal to the cost of the metal, 
and silver is set aside (in Items 1 or 2), as security therefor 
at the rate of 0.77+ fine ounce troy per dollar of certificates. 
The remaining silver is held in Item 10, while the seigniorage 
on that issued is added to Item 12. 

For Item 11, already described, the bullion is valued at 
$1.38 per fine ounce, the “coining value” which applies to 
subsidiary silver. In calculating the monetary value of our 
stock of silver in the sense of the Silver Purchase Act of 1934, 
this item—as also subsidiary coin—must be recalculated on 
a $1.29-basis. 

Silver which may be held in the stabilization fund is not 
shown in any published statement of the Treasury. However, 
Secretary Morgenthau’s order to the Treasurer, made public 
August 13, 1934, implied that stabilization fund silver had 
been or would be taken over under section 3 of the Silver 
Purchase Act of 1934.7 

The separate Item 12, “‘seigniorage”—representing the 
seigniorage resulting from the issuance of silver certificates 
equal to the cost of the silver acquired under the Silver Pur- 
chase Act of 1934 and the amount returned for the silver 
received under the President’s proclamation dated August 9, 
1934—first appeared in the Daily Statement for October 16, 
1934. On October 18, 1934, the Secretary of the Treasury 
announced that the seigniorage described above would be 
covered into the Treasury as a special receipt in the same 
manner as the increment resulting from reduction in the 
weight of the gold dollar. The Secretary further announced 
that all seigniorage on other silver would be covered into the 
Treasury as an ordinary receipt, and would so appear in the 
Daily Statement.4 Item 12 measures the profit on specified 
items of silver taken into Item 1, that is, silver which has 
been removed from Item 10. Item 12 is a part of Treasury 
income which is withheld from use and withheld from the 
regular income statement on page 2 of the Treasury state- 
ment. 


THE STABILIZATION FUND 


THE Gold Reserve Act of 1934, provided, section 10, b, that 
there be appropriated, out of the receipts from the revalua- 
tion of the gold stock, the sum of $2,000,000,000 as a stabili- 
zation fund to be used in stabilizing the exchange value of the 
dollar and in investment and reinvestment in direct obliga- 
tions of the United States. The life of the fund is at present 


22 A comparison of the accompanying figures with the monthly Cir- 
culation Statement of United States Money will show the distribution of 
this item within the Treasury, some being classed as “‘all other money”. 

23 See also President’s letter of same date to the Secretary of the 
Treasury. 

24For the changes in the reporting of silver items, see the Daily 
Statements of October 13, 15 and 16. 
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limited to three years by section 10, c, of the above-men. 
tioned act, reading: “ All the powers conferred by this section 
shall expire two years after the date of enactment of this act 
(January 30, 1934), unless the President shall sooner declare | 
the existing emergency ended and the operation of the sta. _ 
bilization fund terminated; but the President may extend | 
such period for not more than one additional year after such | 
date by proclamation. . . .” 

The operation of the stabilization fund is kept secret, and | 
there has been little official explanation of its activities, On’ 
February 11, 1935, the Secretary of the Treasury made q | 
public statement, of which the following was a part:% 
When we saw that the external value of the dollar was rapidly 
going out of control, we put the stabilization fund to work on a mo- 
ment’s notice, with the result that for the past 4 weeks we have 
successfully managed the value of the dollar in terms of foreign 
currencies. 
The country can go about its business with assurance that we are 
prepared to manage the external value of the dollar as long as it 
may be necessary. 
In a letter addressed to Senator Patrick McCarran relative j 
to the operations of the stabilization fund on June 11, 1935, ” 
the Secretary of the Treasury reaffirmed the policy of secrecy | 
with regard to its operations.”* Discussion of the operation of 
the fund would not be in the public interest, he stated. 

During 1934, $200,000,000 of gold from the stabilization” 
fund was deposited by the Treasury with the Federal Re. 
serve Bank of New York for use by the fund.” 


EXCHANGE CONTROL 


THE exchange control which characterized the emergency 
period beginning in March 1933 was formally relaxed on 
November 12, 1934, by means of the Treasury Regulations 
Relating to Transactions in Foreign Exchange, Transfers of 
Credit, and the Export of Coin and Currency.*® The regulations 
grant a blanket license to all individuals, partnerships, as- 
sociations and corporations, authorizing “any and all trans- 
actions in foreign exchange, transfers of credit, and exports 
of currency (other than gold certificates) and silver coin”. 
The general license granted authorizes transactions which 
are permitted by the executive order of January 15, 1934, 
under license therefor issued pursuant to said executive 
order, but does not authorize any transaction which, at the 
time, is prohibited by any other order or by any law, ruling 
or regulation. : 

Transactions authorized in the order, however, must be 
reported to the Federal Reserve bank in the district in which 
the person concerned has his main place of business in the 
United States, upon report forms prescribed by the Treasury; 
except that reports are not required of (1) persons not carry- © 
ing accounts abroad, or accounts in the United States of 
non-residents, or (2) persons whose aggregate transactions 
for their own and others’ accounts do not exceed $5,000 dur- 
ing any 7-day period. Such information must be furnished 
weekly, except as otherwise permitted by the respective 
Federal Reserve banks. 


25 See Federal Reserve Bulletin, March 1935. 

2% See New York Times, June 12, 1935. 

27 Twenty-first Annual Report of the Federal Reserve Board, p. 6. 

*8 Issued under authority of section 5 (b) of the act of October 6, 7 
1917 (40 Stat. L. 411) as amended by section 2 of the act of March 9, 7 
1933, and the executive order of January 15, 1934, Regulating Transac- 
tions in Foreign Exchange, etc. 
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